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CONFERENCE OF PROJECT SUPERINTENDENTS 


THE FINANCE DIVISION AND THE BORROWER 


Accounting Functions Relative To REA Operations 
Accounting Section 


1. Maintains necessary equipment for recording: 
a. Disposition of funds allotted to REA for Admin- 
istrative purposes. 
b. Loans made to Borrowers. 
2, Determines amounts, when due, of interest and. princi- 
pal owed. by Borrowers. 


Cost Functions Relating To The Construction Of Projects 


Project Voucher Audit Section 


1. Examines financial requirement statements covering funds 
requisitioned for construction purposes. 

2, Verifies project expenditure reports to determine if 
funds have been disbursed according to regulations. 

3, Maintains control records of funds distributed in field. 
for which no accounting has been made. 


Safe Guarding Of Funds Advanced To Projects 
Bank And Finance Examining Section 


1. Approves banks as depositories. 
2. Determines financial aspects of various types of Borrowers. 


Insurance Section 


1. Directs and advises Borrowers as to coverages required. 
during construction and operation. 

2, Assists in obtaining coverages at a cost commensurate 
with risks involved. 


Tax Section 


1. Instructs, advises and assists Borrowers regarding all tax 
matters as affecting operating costs. This applies to - 
a. Federal taxes applicable and those from which 
cooperatives are exempt. 
b. State taxes - various types. 
2, Reviews financial data remisaréd by prajests to 
ascertain factors influencing tax matters. 
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RELA 


CONFERENCE OF PROJECT SUPERINTENDENTS 


THE FINANCE DIVISION AND THE BORROWER 


Extension Of Remarks 


Accounting Functions Relative To REA Operations 


ADMINISTRATIVE 


GOVERNMENT 
PROCEDURE 


MONTHLY REPORTS 


FUNDS FOR 
BORROWERS 


I. Accounting Section 


Activities connected with accountancy are necessarily 

of a specialized nature. As applied to REA, the first 
contact is made through the Accounting Section whose 

duty it is to record the disposition of funds which have 
been allotted to this Administration for the conduct of 
its business. 

Standard government procedure determines how all of this 
should. be done. It provides for the manner in which 
vouchers representing expenditures should be made out, 
and. subsequently handled up to the time of payment. At 
the end of each month reports are compiled to show, in 
summarized. form, just what has happened and how much of 
the remaining funds are left for the following period. 

A separate set of records is maintained to show disposi- 
tion of funds to borrowers in the form of loans for various 
purposes. An individual account is opened for each proj- 
ect, from which the status can be determined at any time. 
Without such accounts, it would be very easy to exceed 


the amounts allotted which would be a serious matter. 


eluaansosn ots youstaucoos ditty Setoenaoo BebttyisoA 
Jextt ed? AGH of betiqge aA ourtsn Sestistoege # ‘to 
anodw mottosd gatvanoooA eft darondd ofan et toadton 
évad dotitw ebayl to mottteogeth edt brovet of at 31 ytub 
‘to sowbinoo eff vot moltattetatmbA atdt o¢ bettolle need 
|  ,apemtard edi 
elds Yo Lin wod sentmeteb stubocorg ¢aemmovoy Itsbast® 
dotdw at xennem edt 10% eabtvorg IT seni of Biworte 
(tuo eben od bivoda aeuttbaegxe gattmononqes eredouoy 
tA .tnoayaq ‘to omid oilt of qu betbaed Yltnoupoedie fas 


eat voila oF Befiqmoo ots ettogor dtrom dose to bue ent aDIOS 


to dom wod fis becoqged esd terw daut, aot bosbradmwva 
-botveg gatwolfot oft sot Hef ow abaut gatmtemer oid | 
~tgogalbh woe of bontatatast et abtooex to Jeu ethexsgoa A 
exoltey Yot aneol To ariot OF 5 CRONE Ie ee Te 
“e%q dose Tol borego al tnvooos Lavbtyhbnt oA reosog aig 
emis ye te boatorteted od aso antate ods dotdw aioxt too 
beeoxe oF qRso Yov od bivow tt retawooos tows Syontt tw 
“rte conte 2.08. She eal eter Sea 


~ $ - 


ry 


» 


INTEREST AND 
PRINCIPAL 
PAYMENTS 


RECONSTRUCTION 
FINANCE 
CORPORATION 


STATEMENT OF 
PURPOSE 


EXPENDITURE 
STATEMENTS 


A highly important operation in connection with loans 
made to borrowers, is the determining wheh interest and 
principal payments become due since the total amount 

lent must be repaid during the specified time, at the 
completion of which, the amount will be closed. in 4 
manner similar to that followed in the handling of com- 
mercial Accounts Receivable. 

It is important that borrowers make their payments prompt- 
ly so that REA may repay the Reconstruction Finance Corpora-~ 
tion for funds advanced. on notes and mortgages which have 
been assigned. to them as security. We cannot default in 
our payments to them. 


Cost Functions Relating To The Construction 
Of Projects 


II. Project Voucher Audit Section 
This Section performs a highly important function since it 


deteymines the amount of money which can be advanced. to 
projects. 

First, they consider Statements of Purpose sent in by 
Borrowers requesting funds required for the succeeding 
month. The borrower will specify sums of money under the 
various captions listed on forms supplied. This must be 
done in strict accordance with instructions issued. 

An exact accounting must be furnished to REA showing 

how the money has been spent since the Borrower is not 
permitted. to exceed the amounts mentioned in the State- 


ment of Purpose, or to transfer from one fund to the 
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PROJECT COST 
DISTRIBUTION 
LEDGER 


SELECTION OF 
DEPOSITORY 


EXAMINATION 
OF BANKS 


other without specific authorization from REA. All of 
the detail must be recorded on the Expenditure State- 
ment form which in turn mst be accompanied by receipted 
bills and. payrolls. 

This Section is also required to maintain a control 
record. This ledger discloses the amount allocated 
for each type of expenditure, the advances and. allow- 
ances made under such allocations, and the expenditure 
statements which have been received. in support of ad- 
vances made for specific approved purposes. This plan 
will provide a complete source of verification of the 
work appearing on the books of the project as well as 


that performed for each individual project in Washington. 


Safeguarding Of Funds Advanced To Projects 
TTI. Bank And Finance Examining Section 


In accordance with contractual requirements, banks in 
which funds borrowed from the Government are placed, must 
be selected by the borrower. This is accomplished about 
the time of allotment. 

Before a bank is approved, financial statements are ob- 
tained and studied, together with other statistical data 
covered. by forms prepared for that purpose. In this 
manner increases or decreases in earnings, losses, and 
payment of dividends are noted. This, therefore, in- 
dicates the trend of the banks' operations, The function 


is very important since it acts as 4 safeguard for both 
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FINANCIAL ASPECT 
OF BORROWERS 


TYPES OF 
BORROWERS 


GENERAL 
RESPONSIBILITY 


the project and the Government, It would. be obviously 
dangerous not to know in advance whether a depository is 
considered sufficiently safe for the placing of govern- 
ment funds, or if the amount advanced is too large for 
the size bank selected. 
Investigation is also made of the financial aspect of 
proposed. borrowers, and as to character-credit ratings 
of project sponsors or officials. 
Types of Borrowers: 

1. Cooperatives (Corporations organized not 

for profit and called "non- 
profit" corporations) 

2. Utilities 

3. Municipalities 

4. Counties 

5. State Authorities 
Considerable research is required in the event of loans’ 
being made to utilities. Studies are made of comparative 
Financial statements for a period of five years to de- 
termine their financial stability and ability to repay 
loans which have been made. In case of municipalities 
a still wider type of research has to be made to determine 
whether or not the power plant operated by the municipality 
ig functioning profitably in accordance with financial 
statements presented. 
IV. Insurance Section 
This Section is charged with the responsibility for 


directing and advising borrowers and their contractors 


as to the various types of insurance which are required 
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RATE REDUCTIONS 
AND STANDARDIZED 
POLICY FORMS 


WHEN TO INSURE 


during construction and operation for the protection of 
the project, the project sponsors, employees, and members 
eens empiite. This protection is made mandatory under 
the provisions of the Loan Contract, Mortgage and. Con- 
struction Contract. 

This Section is also responsible for establishing and 
maintaining negotiations with insurance companies and. 
rating bureaus for lower premium rates and standardized 
policy forms. Approximately 50 per cent reductions in 
rates and standardized forms have been obtained on con- 
tractors' performance bonds and fidelity ponds on proj- 
ect officers and employees. The cost of the cooperative's 
workmen's compensation, public liability and property 
damage insurance during the construction period has been 
reduced. approximately 90 per cent. 

The Insurance Section maintains records of accidents, 
assists borrowers in the settlement of claims, and advises 
borrowers of methods of accident prevention, This is a 
very important phase of the work of this Section. We are 
chiefly interested,as you are, in the human values in 
accident prevention. As an insurance matter, a low loss 
ratio will help our negotiations for more favorable rates. 
REA requires that all prescribed insurance coverages be 
placed before the respective risks are incurred. In 
addition to the coverages required of the contractor, the 


following are required of borrowers. 
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COVERAGES 
REQUIRED OF 
BORROWERS 


PROTECTION 
VERSUS COST 


1. A Fidelity Bond must be obtained before funds and 
property are placed at the disposal of officers and. 
employees. 


2. Workmen's Compensation or Employers' Liability Insur- 


ance must be placed. before employees are put upon the 
cooperative payroll. 

3. Employers' Non-Ownership Liability Insurance must 
be obtained before automobiles owned by employees, officers, 
sponsors or direct representatives are operated in the 
business of the cooperative. 

4, Automobile Fire, Theft And Liability Insurance on 
automobiles and trucks owned by the cooperative must be 
placed before vehicles are operated. 

5. Fire Insurance upon all materials (ineluding 
meters between the time of purchase by your coopera- 
tive and incorporation in the project), tools and. 
office equipment should. be placed as such properties 
are acquired. 

The insurance requirements of REA have been determin- 
ed with due regard to the risks involved and the cost 
of the insurance. There are certain risks, such as 
damage to the lines by the elements, upon which we do not 
require insurance because the cost is in our opinion 
out of proportion to the hazard. Negotiations are in 
progress for suitable rates and policy forms for this 


and. other presently uninsured risks of our borrowers, 
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which may lead us to amplify our requirements. You 
are mindful of course, of the responsibilities and 
hazards incident to the operation of high tension 
electric lines. At present the above-mentioned coverages 
are mandatory and are necessary for the protection of 
your cooperative, its employees and members of the pub- 
lic, as well as for the protection of the Government's 
interest as Mortgagee. 
V. Tax Section 

ASSIST BORROWERS This Section has been organized to instruct, ad- 
vise, and assist the borrower regarding all tax 
matters affecting the construction and operating 
costs of a project. 
This subject has such a wide and important bearing 
on the future of the projects, that all types of 
taxes included under Federal and State taxes are 
taken into consideration for the purpose of obtain- 
ing exemptions, relief of penalties, and reduction 
of taxes wherever possible. 

NECESSITY OF Review is made as required of financial data sub- 

PROPER RECORDS 


mitted by projects to ascertain factors having im- 


portant influence on tax matters. 
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CONFERENCE OF PROJECT SUPERINTENDENTS 


PROCEDURE FOR ADVANCES 


First Financial Requirement Statement 
I. When To Submit 


1. Immediately after the Construction Loan Contract has been 
executed, Mortgage recorded and Contract for Project 
Engineer approved. 


II. Prepared. By 
® 1. They shall be prepared by Treasurer of the Cooperative 
: and Project Superintendent, if appointed, and signed 
by President or Treasurer. 


III. Forms To Be Used. 


1. Use Forms: 


FI-45, 46, 47 -Send three copies to REA 

FI-40, 40A -Send. all copies to REA (White and 
three Yellow) 

LE-108 -Per Legal instructions 

LE-83 -Send three copies to REA 

LE-179 -Send. four copies to REA 


IV. Items Included 


® 1. Include in First Request: 

) a. Administrative items listed on FI-45 for money 
already spent and estimated requirements for 
coming month. 

b. Miscellaneous allowable administrative items in 
detail on FI-46. 


V. Allowable And Non-Allowable Items 
1. Read pages 3 through 13 and pages 27 through 32 in Master 
Copy for allowable and non-allowable items. 
Construction, Administrative (General and. Miscellaneous) , 
Working Capital. 
Items not chargeable to either construction or Working 
Capital Loans. 
VI. How Much For Each Item 


1. Read Form FI-91 for limits of items. 
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VII. 


Wilt. 


XI. 


XII. 


XIII. 


Disposition Of Funds 


1. All checks received from U. S. Treasury must be deposited 
in "Special Construction Account" in bank approved by 
REA Finance Division. 


Project Expenditure Statement 


Caution 


1. Pay all bills by check and get duplicate Detailed 
Receipted. Invoices. Enclose one copy of each receipt 
with Project Expenditure Statement. 


When To Mail 


1. These statements show expenditure of Government Funds 
and must be mailed to REA Finance Division on or before 
the 20th of each month. After construction begins, the 
Contractor mst furnish itemized invoice, in duplicate, 
at end of each month for work done under Contract during 
that month. 


2. After Contractor's invoice has been checked and. approved. 
by Project Engineer and. Superintendent, 90% of the invoice 
is paid Contractor and. 10% is withheld until final settle- 
ment after construction is completed and accepted by REA. 

Forms To Be Used. 

hs FI-48, ho, 50, pit and. 2 

Who Prepares 


1. Prepared by Project Superintendent with assistance of 
Engineer and. signed by President or Treasurer. 


Second. And Subsequent Requirement Statements 
When To Mail 


1. Mail to Finance Division of REA on or before the 10th 
of each month after First Request. 


Forms To Be Used. 


1. FI-80, 40a, 45, 46, 47, 53, 54, LE-83, LE-179. 
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For Protection And Progress 


Deposit all funds from every source in bank. Keep 
Construction and. Working Capital Funds in a bank 
account separated from all other funds and marked. 
"Special Construction Funds." 


Make all payments by check, except that a Petty Cash 
Fund may be set up by drawing a check from General 
Funds for such amount as the Board of Directors may 
have approved. Cash payments may then be made from 
this fund for small items and reimbursement asked. for 
on requests to REA. 


Get duplicate detailed receipts for all payments made 
by check or cash. 


Study pages 3-13, inclusive of the Master Copy and FI-91 
to know what items may or may not be paid from Government 


Funds and. how much may be paid for such items, 
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CONFERENCE OF PROJECT SUPERINTENDENTS 


PROCEDURE FOR ADVANCES 


Extension Of Remarks 


After the Construction Loan Contract has been approved by the Administra- 
tor, the Legal Division forwards the Note and Mortgage for action by the Board 
of Trustees (or Directors as some Cooperatives call them), The Finance 
Division forwards the forms for you to submit your requests for funds. Your 
first request may then be submitted at any time, but nothing will be done 
except the preparation for final passing until you have had. your Attorney 
submit his Opinion of Counsel required by the Legal Division and the proof 
of filing for recording of your Mortgage. After this is done the requests 
will roll as you need them. But don't forget after you get started, your 
Attorney must submit an Opinion regarding the easements sometime and an 
early submission of this may save considerable delay to an advance of funds 
in the future. 


Your first request for funds does not usually contain any money for the 
Contractor; therefore, your Treasurer and Superintendent (if you have 
selected. one) will prepare it. However, if you are asking for an advance 
for the Contractor you should also consult your Project Engineer as to 
the amount he thinks will be needed. for this purpose. The voucher and 
request (forms FI-40 and 45) mist be signed by the Treasurer or President. 


We ask that all your requests for funds be submitted on or before 
the 10th of the month thereby allowing twenty days to iron out all the 
wrinkles and have the cash in your bank and available for payment of all 
your obligations due on or before the 15th of the next month. We desire to 
repeat this for emphasis: Submit your requests on or before the 10th of the 
month (especially if they contain a request for payment to the Contractor ) 
thereby allowing us 20 days to get the check out to you that you may pay 
your bills, Contractor and others, as soon as they present their invoices 
for the previous month's work. We are particularly anxious that you shall 
be in a position to pay the Contractor (after your Engineer has approved. in 
writing his estimate of work done) immediately after the invoice is sub- 
mitted. This will mean earlier completion and if we can get all the co- 
operatives to do this, it will result in lower bids for construction because 
the contractor will not have to include the cost of financing in his bid. 


Salaries for you as superintendents, the stenographer, bookkeeper and 
meter setter, must be approved by the Division of Operations Supervision 
before we are permitted to make any advances to pay these items. 


You will notice in the outline that the allowable and non-allowable 
items are referred to on pages 3-13, inclusive of the Master Copy of "How 
to secure money for Construction of Rural Electrification Projects"; a List 
of how the various requisitions should be compiled with complete detail as to 
the estimated prices to be paid shown on pages 27-31, inclusive; and page 32 
is a list of items which are not allowable from these funds. 
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The form FI-91 which is attachéd shows the items on which we will sub- 
mit an estimated allocation. One to you superintendents, one for your 
attorney and one for your engineer. As adjustments or change orders are ap- 
proved you will cach be notified not only as to the amount and nature of the 
change but also as to the amount of funds remaining unearmarked in your 
allotment. 


We desire to call your attention to the caution made on the second page 
of the outline, first paragraph, that all bills shall be paid by check and 
a detailed invoice be secured in duplicate so that the original may be sub- 
mitted as proof to the General Accounting Office as to the use made of the 
funds advanced, 


The items covering Project Expenditure Statements will be explained more 
fully by Mr. Waterhouse in his talk. 


In the second paragraph under the heading “For Protection and Progress", 
we desire to call your attention particularly to the petty cash fund which 
may be set up by drawing a check from the General Funds and not from the 
Construction Funds. 


A revised. procedure will be tried shortly in new projects which will 
require that an expenditure statement, with supporting receipted invoices 
and. certified payrolls, be submitted to evidence the proper expenditures 
of previous advances before a further advance will be made. 


The general procedure will be in the nature of a drawing account in 
which an advance will be made, accounted for, and another advance made. 
These expenditure Statements will provide a certain and immediately effective 
basis for accounting for previous advances. 
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CONFERENCE OF PROJECT SUPERINTENDENTS 


ACCOUNTING FOR ADVANCES MADE 


Reason for Project Expenditure Statements. 
General preparation and when submitted. 


The Project Engineer's responsibility with regard to 


Procedure 


contractor's invoices. 


How and. where to report miscellaneous items. 


Pole inspection. 


Meters and. meter installation. 

Reporting Social Security Tax. 

Supporting invoices for all items reported. 
Preparation of contractor's invoices. 

Preparation of pole inspection and meter invoices. 
Preparation of miscellaneous receipts. 


Preparation of Labor receipts. 


Social Security receipts. 


Invalid receipts often submitted. 


Reimbursement of membership fund. 
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CONFERENCE OF PROJECT SUPERINTENDENTS 


ACCOUNTING FOR ADVANCES MADE 


Extension Of Remarks 
Procedure 


Reason For Project Expenditure Statements 
I. Project Expenditure Statements are submitted to REA as 


evidence that funds were expended in accordance with the terms of the 
Loan Contract through which secured. It is not alone for REA that 
these must be submitted in proper concise form, but that there may be 
no question of their approval when these statements are audited in 
the General Accounting office. These statements should be in such 
form that auditors need not necessarily be acquainted with the Proj- 
ect and its history in order to determine whether or not the expend- 
itures were in accord with the contractual_terms. 
General Preparation And When Submitted 

ii. One of the first things to remember is the value of sub- 
mitting statements promptly. Such statements should be submitted by 
the 20th of the succeeding month unless a change of procedure is 
announced. This will permit bookkeepers to close their accounts as 
of lst or 10th of the month, and have ample time in which to pre- 
pare material for the Project Expenditure Statement, It is antic- 
ipated that statements will be prepared by the Project Superintendent 


in collaboration with the Project Engineer. 
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PROJECT 
EXPENDITURE 
FORMS 

USED 


The Project Engineer's Responsibility 
With Regard To The Contractor's Invoices 


a It is the duty of the Engineer to verify the statement of 
the contractor as to material used. It is imperative that the con- 
tractor be required to render, at the close of each month, a detailed. 
invoice of the material used by him on the Project during the past 
month. This should be approved. by the Project Engineer. The invoice 
should. then be checked. carefully as to unit prices, (as shown by the 
construction contract) and all extensions before any payment is made. 
It is important that you remember this: The contractor must not be 
paid for material units not approved in your construction contract or 
on a subsequent change order form. He also must not be paid for units 
of material in excess of the number to be used as indicated in the con- 
struction contract unless the excess units have been approved. by the 
Administrator on a change order form. 

The contractors! material should be listed on the form of 
statement designated for that purpose, namely, Forms 20, 21, and 2ck 
(of the earlier series) and Forms FI-49A of the new group. The 
material listed in the expenditure report must agree with the items 
listed on the contractor's invoice for the period covered by the re- 
port, An item reported any month should not be repeated on a subse- 
quent report. Accumulative invoices are not acceptable. 

A complete set of forms should be submitted each month re- 
gardless of whether or not expenditures have been made for items to 
which some of the forms may apply. Where there are no expenditures 
for items on a given form, the blank form should. be included in the 


report. 
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The word "none" may be written thereon to insure against possible 
omissions. The report should be prepared in quadruplicate, with three 
of the copies being forwarded. to REA; the other retained in the Proj- 
ect's files. The report must be signed by the President or the 
Treasurer of the Cooperative. 
How And. Where To Report Miscellaneous Items 
iV. All miscellaneous items must be listed in detail on Forms 

ENG-20a or FI-50 (new forms) as the case may be. It will be noted 
that a section of your Loan Contracts (Article IV, Section 2, in most 
of the contracts) reads "The borrower shall expend each advance re- 
ceived by it from the Government only for the purposes which shall have 
been previously specified in the statement of purposes submitted to the 
Administrator in connection with the requests for the respective 
advances." 

Money expended. for items or services other than those 
approved. on previous requisitions is in violation with the terms of 
the Loan Contract. Any money so expended. will not be approved on an 
expenditure report. Inasmuch as it is ordinarily impossible to re- 
quisition in advance the exact amount needed for utility bills and 
postage, a close approximate is known and sufficient funds should be 
requisitioned to care for any small excess above the approximation, 

All miscellaneous items listed on the report should agree 
in the character of service and the amount with the supporting receipt. 


Working capital items listed on the new series should be on 


Form FI-5l. 


~ 17 - 


sist i inten ats st hose aa a 
boton od iftw aI oF Yam enao odd ns (nace wos) ‘get 0 oor 
deem ct {8 molibesd ,VI ofatdaA) esoesias8 aged ‘roy to anttoee m smth 
-ot eonsvbe tose busgxe [iatie soworzed ed?” ubaet (etoentaoo edit 20. 
 evad Dfatia dpide eoaorm, otft wt uso jramerseveg eikt movt tt wt bevieo 
edt ‘od Dood bmdise sonogxeg to #aemetate oalit ak bebnzosae, vib aed 
 gwitoeges ed xol adeoupex aid Atiw. stobdosunos at “ : 


soul % Rertuems 
ened? mast rorito noatrisa xo emodt sot bobabgRe ent 

to nated odt Atiw coiteloty at et aaotdisiupet auolreng 10 bevouqge 

ne mo bevougge ed ton Li tw ile > SG -Foauhaed gol eit? 
“e$ of eddiwaogul ylisaatino at ai oe Houmaant Sion onus crop 
bos eiftd @tlttw wr bebvea Soon toume ot soasvte pt mougtatap 


od Biwode ebay? saetot Ths bee work et me seoto & —_ 


SUPPORT ALL 
ITEMS 


Pole Inspection 
7. Pole inspection is to be listed on Form 20a of the old. 


forms and. on Form 52 of the new. This must be detailed as to sizes 
of poles treated, number, unit price and extensions in the same manner 
as material. Unless your Pole Inspection Contract states that payment 


is not to be made for rejected poles, you will pay for all poles in- 


spected. 
Meters And Meter Installations 
VI, Meters, meter sockets and cost of meter installation are to 


be listed in detail on Form 22 of the old reports and Form 52 of the 
new. Meters and meter sockets must conform to the terms and. require- 
ments of your executed contract. The rate paid meter installers must 
be the same as approved. on your Statement of Financial Requirements. 
Reporting Social Security Tax 

VII. In order to simplify the reporting of Social Security Tax, 
all labor items should be in the net amount. When both the employee's 
and. employer's share is paid to the Collector of Internal Revenue, re- 
port same as a miscellaneous item. The same applies to any similar 
tax deduction such as Unemployment Compensation. 

Supporting Invoices 

VELL, Failure to submit inkte vebeigts and. receipted invoices is 
responsible for much delay in completing a proper audit. All receipts 
and. receipted invoices should be obtained in duplicate, the original 
to be submitted with Project ipendi tite Statement and the copy to be 
retained in the Project's files. Any items listed. on the report and 


not supported. by a properly signed receipt will be deleted, 
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Preparation Of Contractor's Invoices 
IX, The contractor's detailed invoice should be prepared on his 


letterhead or invoice form, and should be receipted on the face over 
his autograph signature. The following form is suggested--"Received 
payment, April 1, in the amount of $72,000.00, Jones Contracting Com- 
pany, by F. T. Smith, President, Treasurer, or other title." 

This mst not be a lump sum receipt attached by artificial 
means to the invoice. What is required is the contractor's signature 
that he is accepting the payment for the material as listed on that 
particular invoice. In the event partial payment of an invoice is 
made, the total material invoiced should be reported and the balance 
due the contractor should be shown as the withheld amount. 

Preparation Of Pole Inspection And Meter Invoices 
Xx. The principle followed in the discussion of the contractor's 
receipted invoice applies to meter and pole inspection invoices. 

Preparation Of Miscellaneous Receipts 

Ae All miscellaneous receipts must be receipted by the 
original payee. If possible, these should be receipted statements on 
the letterhead of the payee. 

Preparation Of Labor Receipts 

XIT. Labor expenditures may be supported by either individual 
receipts or payrolls. If payrolls are used, there may be shown in the 
proper column, either check numbers or signatures as proof of payment. 
These payrolls mst be certified in the space designated (on the reverse 


side) by the President or Treasurer. 
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Social Security Receipts 
“XTITI. It is noted that in some sections of the country thas 


practically impossible to obtain receipts for the payment of Social 
Security taxes. In instances where you cannot obtain receipts for 
these payments, there may be submitted a copy of the return across 

the face of which should be written the number of the check with which 


it was paid and the date paid. This will be accepted as proof of pay- 


ment. 
Invalid Receipts Often Submitted. 
XIV. The following is a list of documents frequently submitted. 


as supporting receipts which cannot be accepted as proof of payment. 
1. Cancelled checks or check vouchers. 


2, Invoice or receipt stamped “paid” but the stamp im- 
pression not initialed. or signed by the payee. 


3. Check numbers, except in the two instances previously 
explained, namely payrolls and Social Security returns. 


4. A certification by any person other than the original 
payee, that a bill has been paid. 


A valid receipt is one which indicates the date services 
were rendered, kind of service, amount and. date payment was received; 
and signed with the autograph signature in ink or indelible pencil of 
the person receiving payment. If payment is made to a business firn, 
the title of the person receiving payment shouldbe shown. 

Reimbursement Of Membership Fund 
XV. This includes a paid from Membership Funds, those funds 
being later reimbursed from the Special Construction Account. There 
are possible exceptions to this such as expenses incurred by the legal 
firm in making long distance calls, out-of-town trips on cooperative 
business, and extra stenographic help. 
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In these instances the lawyer's receipt will be accepted; however, it 
is necessary that these expenses have been approved on a Statement of 
Financial Requirements before payment is made. 

The term "Co-operative" is equally as applicable in your 
transactions with REA as in those within your own organization. 
Through cooperation and a proper understanding, it will be possible to 


work together in harmony and with expedience. 
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CONFERENCE OF PROJECT SUPERINTENDENTS 


BANKS SELECTED AS DEPOSITORIES 


I. Preliminary Investigation to Ascertain: 


———— 
—— 
—— 
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ont. 


VI. 


pe 


VIIL. 


A. Qualifications 


1. Location 

2; Size 

4. Condition 

4, Deposit Insurance 
5, Facilities 


B. Banks' Willingness to Serve 


1. Explain Accounts to be Opened and Checks to 

be Honored 
2, Procure exemption from Fees and Service Charges 
3, Arrange for Periodic Statements of Condition 


Number of Banks Required 


1. Regular Depository 
2, Supplemental Depository 


Designating Depositories 


L. Official Board Action 
2, Copy of this Resolution to be Furnished Finance 
Division 


Advantages of Two Depositorics 


1. Enables Finance Division to Expedite Requisitions 
2, Increase Insurance Protection 
4, Promotes Favorable Public Sentiment 


Confining Cooperative Funds to Approved Depositories 


1. Funds Received from REA 
2, Funds Collected from Members in Fees and Bills 


Banking Unit 


1. Investigation 
2, Source of Information 
3, Result of Analysis 


Condition of Banks Acting as Depositories for Cooperative Funds 


Conc Lusions 
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CONFERENCE OF PROJECT SUPERTENDENTS 


BANKS SELECTED AS DEPOSITORIES 


Before designating a bank to act as a depository 
for cooperative funds a preliminary investigation should be 
conducted by the board to ascertain the qualifications of the 
institution and its willingness to serve in this capacity. 
Qualifications 

There are a number of points to be considered in 
determining the eligibility of banks. 

LOCATION First. At least one of the depositories should be 
conveniently situated so as to provide easy access for coopera- 
tive employees as well as members. This will minimize travel 
and reduce expenditure. The supplemental bank, if possible, 
should be located in the project territory, but this is not 

| essential. A bank in a nearby city can be named for this 

| ee purpose. 

SIZE Second. For obvious reasons local banks are usually 
selected for depositories, Some of these have only a small 
cash reserve and can only handle limited advances. When this 
condition exists a supplemental bank should be named whose 
current assets are more in conformity with the cooperative's 
requirements. 

CONDITION Third. Careful consideration should be given to the 


condition of a bank. The last published statement of the 
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FACILITIES 


®@ CONTACTING 
BANKS TO 


NUMBER OF 
DEPOSITORIES 


institution selected should be analyzed to ascertain the 

class of securities carried, the amount of fixed assets, 

the percentage of liquidity and the ratio of deposits to capital. 
If a careful investigation of these items is made before the 
bank is approved by the board, it will, in some cases, relieve 
the Administration of the embarrassment of disapproving a bank 
named by the cooperative. 

Fourth. The safety of your deposits may play an 
important part in the successful outcome of your venture and 
it is up to you to see that they are covered by the maximum 
amount of insurance. Only members of the Federal Deposit 
Insurance Corporation should be used as depositories. 

Fifth, Banks having adequate facilities for obtain- 
ing additional cash on short notice can be of more service than 
those of limited facilities. Small banks often have to call on 
their correspondent or on members of the Federal Reserve System 
for this purpose. 

From the number of letters received by this Division 
it is apparent that banks have been designated as depositories 
without their knowledge and consent. Arrangement with the bank 
should precede designation. By all means the cooperative should 
explain their needs, the accounts to be opened, what checks to 
honor, what information will be required by REA and, what ex- 
emption they can obtain from fees and service charges. 

There should be two banks designated to act as 


depositories for each cooperative. A regular depository that 
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DESIGNATING 
DEPOSITORY 


ADVANTAGE 
OF TWO 
DEPOSITORIES 


APPROVED 
DEPOSITORIES 


BANKING 
UNIT 


is a member of the Federal Deposit Insurance Corporation, 
named principally for convenience of location and, 4 supple- 
mental bank that is a member of the Federal Reserve System, 
to be used when, in our opinion, advances are too large to be 
conveniently handled by the regular depository. 

After the qualifications have been determined and the 
pank has consented to act as their depository, the board should 
take official action by passing a separate resolution for each 
bank that is to serve in this capacity, naming the officers that 
have authority to sign and countersign checks, and the accounts 
to be carried. A copy of this resolution should be furnished the 
depository designated and the Finance Division at the earliest | 
possible date. 

There are several advantages in using two depositories. 
First, it enables the Finance Division to expedite approval of 
requisitions, Second, it increases insurance protection. Third, 
it promotes favorable public sentiment. 

All funds of the cooperative, regardless of whatever 
source derived, should be deposited only in banks approved by 
REA. This means funds collected in bilis and fees from members 
as will as those received from REA. This request is made in the 
interest of the cooperative as well as the Administration. 

The banking section makes a thorough investigation of 
every bank designated as a depository. 

Detailed statements are received quarterly or 


after each call date from all depositories. A complete 
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DEPOSITS 
IN SUPPLEMEN- 
TAL BANKS 


CONCLUSION 


analysis is made of each to establish their current financial 
position and the results are posted on a comparative balance 
sheet where the movement in accounts can be quickly consulted 
when an advance is made, 

Several banks used as supplemental depositories have ob- 
jected to preparing our statement of condition form, claiming 
that the cooperative has never made any deposits. It is essen- 
tial that we maintain a close watch over these banks in order to 
know what their condition is at all times. It is therefore sug- 
gested that the cooperative divide their deposits with both their 
depositories when practicable. | 

In conclusion I should like to impress upon you that 
the instruction and suggestions offered are of paramount im- 
portance. They are the results of experience gathered during 
the past three years and should be taken literally. The safety 
of your funds should be the predominant thought in determining 
the course to be followed. We should therefore dissociate any 


personal inclination or obligation in making our selection. 
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CONFERENCE OF PROJECT SUPERINTENDENTS 


INTEREST AND AMORTIZATION PAYMENTS 


Provisions of Different Type Construction Loan Contracts 


Provisions Governing Computations of Interest 
1. Explanation of different type Contracts. 
Mechanics of Computation 
Basic Principle. 


Explanation of time factor. 
Where to find Interest and Amortization Rates and Due Dates. 


Interest and Amortization Statements 


Description of Records Maintained by the Accounting Section for 
Purpose of Computing Interest and Amortization Payments. 


- Interest Folders. 

. Preparation of Statements. 

Specific Example. 

. Difference in Treatment of Interest under 
Loan Contracts 


FWNF 


Payments of Interest 


New Policy for Payment of Interest Before Payment is required 
from Operating Revenue. 


1. Requisitioning of funds. 
2. Payments and procedure for maintenance of funds. 


Preparation of Cash Interest Statements. 


1. Statements requiring payments from Operating Revenues, 
2. Penalties. 
3. Payments to RFC, 
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EXPLANATION OF 
_ DIFFERENT TYPE 
CONTRACTS 


CONFERENCE OF PROJECT SUPERINTENDENTS 


‘INTEREST AND AMORTIZATION PAYMENTS 


Extension of Remarks | 
Provisions of Different e Construction Loan Contracts 


1. Provisions Governing Computations of Interest 
An understanding of the methods followed in the 


computation of interest and amortization items appearing 
on statements forwarded to Borrowers requires rather de- 
tailed explanation which is covered as follows: 

The computation of interest on advances is gov- 
erned by the terms of the Construction Loan Contract between 
the Borrower and the REA, There are now three different 
types of contracts in this respect. 

The earliest contract form proVided that "until 
the total amount of the loan has been detérmined as provided 
in this Agreement, the Administrator, on each interest pay- 
ment date, shall execute and deliver to the Borrower a 
credit memorandum for accrued interest as follows: 

(a) on the amount of the Note not there- 
tofore advanced; 

(db) on the amount of an advance during 
the interest period for that portion 
of the period prior to the advance." 

Later contracts provided in addition to the above 
that "interest which shall accrue on the Note during the 
period when the project is under construction, after giving 


effect to the credits allowable, shall, except as herein 


after otherwise provided, be allowed to accumulate until 
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the date of completion of the project, at which time the 
total of such amounts of accrued interest shall be added 
to the cost of the project.” 
The newest type of contract provides as follows: 
"Interest shall be charged on each interest 
payment date provided in the Note only on the 
amount of amounts actually advanced by the Govern- 
ment to the Borrower hereunder." 
It then provides for accumulation of interest 
until one month prior to the first principal payment date. 
When this period of accumulation ends the total interest 


is added to the amount advanced in cash and future com- 


putations are based on this figure. 


Mechanics of Computation 
1. Basic Principle 


The actual mechanics of computation have been 
shortened with each succeeding type of contract; however, 
the basic principle upon which interest is computed remains 
the same. The interest actually charged is figured for the 
actual number of days the Borrower has the use of the money, 
2. Explanation of time factor. 

By the actual number of days, we mean the specific 
days within each interest period as set forth in the Note or 
Bond. That is, if the period is monthly, the interest is 
computed as 28/365ths of the yearly rate for February, 
30/365the of the yearly rate for 30-day months and 31/365ths 


of the yearly rate for 31-day months in non-leap years. 
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INTEREST 
FOLDERS 


During leap years, the interest periods are 29/366, 30/366 
and 31/366. 

Notes or Bonds calling for semi-annual payments 
are likewise computed with the actuai number of days in the 
semi-annual period as the numerator and the actual number 
of days in the year as the denominator. 


3. Where to find Interest and Amortization Rates and Due Dates 


The rates of interest charged on REA loans and the 
dates on which payments of such interest are to be made are 
specified in the Note or Bond executed by the Borrower. The 
Note or Bond also states the date on which amortization be- 
gins as well as the amortization rate. Construction Loan 
Contracts executed prior to July 1, 1938, also modified the 
date for first cash payment of interest. 


Interest and Amortization Statements 


1. Description of Records Maintained by the Accounting Sec- 
tion for Purpose of Computing Interest and Amortization 
Payments. 


The Accounting Section maintains an interest folder 


for each project, in which a Record of Advances and interest 
charges on the Note is maintained, Interest Statements are 
made up from this information and copies filed in the same 
folder, so that a complete record of advances and interest 
accruing on the advances can be found in one definite place. 
When an advance is made to a project, the amount, together 
with the date paid by the Disbursing Officer, is entered 


on the above record. 
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PREPARATION 
OF STATEMENTS 


SPECIFIC 
EXAMPLE 


CONTRACTS 


On each interest due date, as reflected by the 
Note, a statement of interest is prepared whether or not 
advances have been made, excepting under the latest type 
contract which eliminates statements until advances have 
been made. Of course, when there are no advances, the total 
interest on the Note is shown as a charge and a correspond- 
ing amount is shown as a credit, and no interest is actually 
payable on the Note. 

On the first interest due date after an advance has 
been made the charge is computed as above outlined. In order 
to give you a still hetter idea of the calculation of the in- 
terest, our method is illustrated by a hypothetical case as 
follows: 

The interest period is September lst to October lst, 


1937. An advance was made September 11, in amount 
of $5,000.00. The interest rate is 3%. 


5,000 x 20(no. of days 9/11 to 10/1/37) x .03 = 8.22 
365 

At this point the difference occurs between the first 
and the two later type contracts. 

Under the first contract this amount is added to the 
advances and at the next due date interest is charged on 
$5,008.22. 

Under the terms of the second and third type contracts 
the interest is accumulated until the end of the construction 
period, or until one month prior to the first principal payment 


date, when it is added to the advances to determine the full 


amount advanced by REA to the project. 
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REQUISITION- 
ING OF FUNDS 


PAYMENTS AND 
PROCEDURE FOR 
MAINTENANCE 
OF FUNDS 


Payments of Interest 


1. New Policy for Payment of Interest Before Payment is 
Required from Operating Revenue. 


At the present time it is the policy of this Ad- 
ministration to request Borrowers to requisition funds to 
pay monthly interest charges during construction, so that 
the accumulation provision of the Note and Construction Loan 
Contract can be disregarded in those executed during the 
current fiscal year. 

It is also contemplated that Borrowers will be re- 
quested to requisition funds to pay interest previously 
charged or accumulated under Construction Loan Contracts 
executed prior to’ the current fiscal year. When this proce- 
dure is established those projects affected will be notified 
to requisition sufficient funds to pay previously accumulated 
interest as well as enough to pay current interest as it be- 
comes due.. 

Under this method projects will pay interest from 
the funds requisitioned and on the requisition submitted for 
the following month, should request another advance of the 
actual amount paid for the current month. This advance will 
reimburse the funds to the original amount so that they will 
always have on deposit the maximum amount which might be 
required for interest payments. 


2. Preparation of Cash Interest. Statements 
During the construction period interest statements 
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are not mailed until the end of the interest period covered 
by the statement. Upon completion of the project, when cash 
payments of interest are required from revenues, the state- 


ments are mailed approximately 15 days in advance of the 


STATEMENTS RE- 


QUIRING PAY- 
MENTS FROM 
OPERATING 
REVENUES 


PENALTIES 


PAYMENTS TO 
RFC 


date payment becomes due. This is done in order that the 
Borrower may receive the statement in sufficient time to 

permit their check to reach the REA Accounting Section or 
the Reconstruction Finance Corporation, and be collected 

through the banks on or before the interest due date. 

The Mortgages generally provide for a penalty at 
the rate of six per centum per annum on all sums not paid 
when due, This provision is likewise contained in the Note. 
Therefore, it is to the Borrower's advantage to see that 
checks are mailed in sufficient time to be collected on or 
before the due date. 

It is of utmost importance that when statements 
headed "Statement of Principal and/or Interest Payable" arc 
received by the project, they be given immediate attention 
as these statements require payment to be made either to 
REA or RFC. Those requiring payment to RFC will be stamped: 

"MAKE CHECK PAYABLE TO RECONSTRUCTION FINANCE CORP'N, 
MAIL DIRECT TO: ALAN T. BOWLER, MGR., RFC CUSTODIAN 


DEPT. 
FEDERAL RESERVE BANK, RICHMOND, VA." 


Everything humanly possible must be done by the project to 


made payments when due, to avoid any possible default. 
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CONFERENCE OF PROJECT SUPERINTENDENTS 


INSURANCE AND BOND REQUIREMENTS 


= Why REA is Interested in the Insurance of Borrowers and Their Contractors 
a. Protection of the Borrower, its employees and the public. 


b. Maintenance of security for the loan, 


II. The Various Types and Limits of Insurance Required 


a, Present uniform minimm requirements based upon.average conditions. 
in REA Projects and usual insurance company practices. 


b. Future arrangements to suit the particular conditions in.each.Proj- 
ect and to provide more. complete coverage under economical and 
convenient methods specially adapted to REA Projects (Standard . 
policy forms, separate codes, classifications, rates, etc.). 


ol *rospective separate insurance ‘codes for REA Projects. and.their 
benefits provided our accident prevention measures are effective. 


TII, The Tremendous Aggregate Volume of Insurance in REA Projects and How Its 


Cost_can be Greatly Reduced by 


a. Maintaining continuous competition open to any responsible insurance 
company, group of companies or their representative. 


b. The interchange of informatdén between Projects and REA as to favor- 
able arrangements procured, available, or in prospect. 


c. Making the massed purchasing power of Borrowers effective by their 


selection and purchase of the most favorable arrangements offered 
REA Borrowers from time to time. 


“IV. Special and Advantageous Arrangements for REA Projects 


a. Presently available (as described in Pre-Allotment Insurance 
Form FI-114 and FI-112C). 


| bd. Prospective arrangements for Post-Allotment insurance to be de~- 
scribed by instructions now in preparation, similar to Form FI-114. 


“V.. How Superintendents can Assist the Insurance Program 


ere “.. Procure insurance before rfeks are incurred. Compare available 


offers and request ~FHA approval before purchase. Send duplicate 
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policies or changes therein for our files and request our 
assistance in procuring insurance or fair settlements of losses 
if any difficulties arise. 


b. Stop accidents by means explained in accident prevention lecture. 


For Extension of Remarks on this Outline see the following pages. 
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CONFERENCE OF PROJECT SUPERINTENDENTS 


INSURANCE AND BOND REQUIREMENTS 
EXTENSION OF REMARKS 


Introduction 


Insurance is a complicated and technical business and available 
policy forms and customs in the business are not particularly suitable for REA 
Projects. 


The result is that most of the letters we exchange about insurance 
are full of tedious details involved in our joint effort to procure properly 
written policies which protect the Borrower and maintain security for the loan. 


If you desire advice in any such detailed matters we shall be glad 
to assist you in the Insurance Section, but all of our time today will be spent 
in explaining our general plans and problems and how you can assist in obtain- 
ing improved insurance, 


I, Why REA is Interested in the Insurance of Borrowers and Their Contractors 
a. Protection of the Borrower, its employees and the public 


REA loans do not include (and Operations cannot provide for some 
time) any surplus to provide for unexpected losses or to settle 
claims for liability and damage. The welfare of the Association 
and satisfactory public relations, therefore, require that REA 
Borrowers should be over, rather than under insured against such 
hazards until they have had time to build up a surplus. Even 
then, adequate insurance at reasonable rates will be desirable 
so that the surplus may be used for productive purposes. 


Hence, the coverages described in Paragraph II are mandatory and 
necessary to protect the cooperative, its omployees and the 
public. Despite their desirability, if obtainable at reasonable 
rates there are certain risks described in Paragraph II such as 
damage to the lines, machinery breakage, etc., upon which we do 
not require insurance because the cost is in our opinion out of 
proportion to tho hazard. Possible reductions in cost will be 
mentioned later. 


b. Maintenance of Security for the Loan 


Any unexpected serious loss might bankrupt the Borrower or at least 
impair its ability to repay the loan. Hence, prudence requires 
that the Government's interest as Mortgagee be protected by 
adequate insurance, to maintain security for the loan. Insurance 
cannot be considered adequate unless procured from financially 
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I, Why REA is Interested, in the Insurance of Borrowers and. Their Contractors 


b. Maintenance of Security for the Loan (Cont'd) 


responsible companies; hence, REA approval of proposed insurance 
is required in advance of purchase, The purchase of insurance 
which costs a great deal more than the risks covered (or more 
than other adequate insurance available) may impair the ability 
‘of Borrowers to repay loans. Hence, the Mortgagee interests 
itself in the cost of insurance and in obtaining in behalf of 
Borrowers arrangements not usually available to Borrowers acting 
individually. Assistance in adjusting losses, reducing accidents 
and other measures which reduce insurance costs is also furnished. 
The development of policy forms, suitable for REA projects and 

. other administrative arrangements which reduce costs, are also 

) €é | duties of the Insurance Section. 


TI. The Various Types and Limits of Insurance Required 
a. Present Requirements 


The standard insurance requirements of REA as described in our in- 
surance instructions were determined with due regard for the 
risks and the cost of insurance in the average Project as well 
as the provisions of standard insurance policies. 


b. Future Arrangements 


A considerable saving and better protection may be provided if all 
policies are reviewed at expiration to determine whether par- 
ticular conditions in a Project require modification of the 
standard arrangemeiits. If so, submit justification of changes 

} 7 proposed and request our approval. At the same time it will be 
desirable to investigate and determine whether your insurance is 
purchased at the most favorable rates then available. Negotia- 
tions are in progress for lower rates on machinery-breakage in- 
surance, and insurance on the lines against loss from wind, 
sleet, etc. It is possible tmt a price may be obtained low 
enough to justify the requirement that such insurance aiso be 
purchased. 


It is anticipated that negotiations under way will be completed 
during 1939 so that all insurance will be purchased under special 
policy forms devised and suitable for REA Projects. The REA 
Fidelity Bond Form is now in effect. Similar REA forms for 
Public Liability Insurance, Automobile Insurance, Fire Insurance, 
etc., are now in preparation. 
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II. The Various Types and Limits of Insurance Required (Cont'd) 
c. Prospective Separate Insurance Codes for REA Projects 


An agreement has been reached with the National Council on Compen- 
sation Insurance and the National Bureau of Casualty and Surety 
Underwriters (Public Liability and Property Damage) whereby a 
new insurance code classification (7540) will be created for REA 
Projects, as soon as the various independent bureaus and state 
commissions are notified. The insurance business has recognized 
that a new industry has arisen which will be thus described: 


"Electric Light or Power Cooperatives - Rural 
Electrification Administration projects only - 
all operations - including store employees; 
Salesmen or Collectors; Drivers, Chauffeurs 
and their Helpers (construction of buildings, 

) s dams or reservoirs to be separately rated)"....x 


(Premium rates in this insurance will be based upon ac- 
cident experience in the Projects). 


"Superintendents, easement solicitors and 
project coordinators from the time of project 
initiation to energization of any portion of 
the system shall be assigned to Code 8741, 
'Real Estate Agencies! ," 


(Premium rates in these categorics are about 1/10 of previous 
rates}. 


Heretofore, REA Projects have been rated under Code 7539 - Electric 
Light and Power Companies - All operations, REA projects are now 
separated as to rates and experience from the other utilities, We 


) 7 now stand on our own. Our insurance costs for Workmen's Compensa- 
tion and Public Liability Insurance will directly depend upon our 
accident record. That record should be better than the average 
electric company because of our rural location, but only if we pro- 
hibit work on hot lines and insist upon capable employees. 


III, The Aggregate Volume of Insurance in REA Projects and How Its Cost can be 


Reduced 


Prior to arrangements described herein the insurance premiums of Borrowers 
usually amounted annually to dbout..57% of the loan. Ona similar basis 
the total insurance cost during the first year (Borrower and Contractor ) 
amounted to about 4,06% of the loan. Obviously a project paying $1,000 
per year or less for insurance could expect little consideration of its 
request for a modification of rates or changes in the usual insurance 


arrangements, The situation is quite different when REA negotiates in be- 
half of 1,000 Borrowers with aggregate annual insurance premiums of 
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The Ageregate Volume of Insurance in REA Projects and How Its Cost can be 
Reduced 


$1,000,000, Under such circumstances material concessions can be and 
have been procured, The diagram indicates that even under present rates 
(approximately averaging 20% less than standard) the insurance bill of 
Borrowers and contractors will amount to more than $3,000,000 in an 
average year of the REA program, or about $100,000,000 during the loan 
period, With your assistance this enormous bill can be greatly reduced 
by the following methods. The success or failure of certain projects may 
depend upon whether insurance and tax costs can be held to reasonable 
levels, 


a. Maintaining Open and Continuing Competition 


The continuing competition for such a large volume of busi- 
ness will reduce insurance costs if every channel is kept 
open and if accident and loss rates are kept low. We 
recommend that you investigate every responsible local 
source of insurance while we similarly procure proposals 
in your behalf or in behalf of all Borrowers from any in- 
surance company and group of companies which wishes to 
compete for the business. 


b. The Interchange of Information Between Projects and REA 


You should advise us of any favorable offers received and 
we should similarly see to it that insuring groups or 
companies or other projects advise you of favorable ar- 
rangements available. 


Ce Making the Massed Purchasing Power of Borrowers Effective 


After considering all available sources and their advantages 
each Borrower should select initially, and at each expira- 
tion date, the insurance then available which best serves 
its particular needs. The acceptance of favorable offers 
as made will encourage others to provide active and essen- 
tial competition, 


It is extremely important that you send us complete reports of all 
accidents and losses. These data assist us greatly in our in- 
surance negotiations and in accident prevention. 


REA purchases no insurance and does not select insurance companies, 
agents or brokers for Borrowers. It does, however, reserve the 
right of approval or disapproval of insurance arrangements so 
that it may assist Borrowers to obtain favorable policy pro- 
visions, adequate insurance at reasonable rates, equitable settle- 
ment of losses, satisfactory medical service and other favorable 
and unusual arrangements justified by the aggregate business of 
borrowers. 
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Making the Massed Purchasing Power of Borrowers Effective Cont'd 


REA also makes arrangements with insurance companies or groups 


whereby Borrowers are advised of favorable arrangements available. 


Types of Insurance Companies 


There are two principal types of insurance companies, stock and 


mutual. Both types of companies operate throughout the country 
and probably you will be able to obtain satisfactory service from 
either type of company in your locality. REA approves insurance 
written by companies of either type insofar as the individual 
companies comply with certain minimum requirements. Your decision 
as to the type of company from which you desire to obtain in- 
surance should be determined only after you have made a careful 
appraisal of the relative merits of each as they apply to your 
own particular situation. 


IV. Special and Advantageous Arrangements Available to REA Borrowers 


a. Presently Available and Described in Pre-Allotment Procedure, 


Form EX-13 
An insurance booklet, Form FI-114, and a policy writers’ handbook 


Form FI-112C, have just been issued and will describe to you 
special arrangements just completed whereby insurance will go 
into effect without any down payment immediately after incorpora- 
tion and continue after allotment (with additions as required to 
provide for added risks), This insurance may be ordered locally 
or through REA in Washington if the Borrower so desires. 


The arrangements described are in general available for your in- 


surance after allotment except that immediate payment must be 
made, Various favorable rates and insurance arrangements avail- 
able to all REA Borrowers are described in Form FI-114 and 

Form FI-112C. The suggestions as to placing all casualty risks 
with one company are especially pertinent. 


Prospective Arrangements 
A booklet similar to Form FI-114 will be issued shortly to explain 


similar arrangements for Post-Allotment and continuing insurance. 
Blanket fire insurance policies are under negotiations so that 
Fire Insurance (not provided for in Form FI-114) may be procured 
under similar and favorable arrangements. 
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V. 


How Superintendents can Assist the Insurance Program 


Cooperation in Insurance Matters Mentioned Above and as Described 


Be 


eR EL 


in Our Tnstrucvions will Avsist Us Greatly 
Specifically, 
1, Procure insurance before risks are incurred. 


2. 
3. 
4, 
De 


Procure REA approval before purchase, or request REA to arrange 
approved coverage in the insurance group the Borrower prefers. 

Send duplicate policies of all policies or changes in policies 
to the REA, 

Insure additional risks created (new trucks, additional bonds, 
fire hazards, etc.) 

Request our assistance if you have any difficulty in procuring 
insurance, loss adjustment or otherwise. 


Stop Accidents (explained in Accident Prevention Lecture) 
In view of the separate REA Code above described the most important 


thing you can do is to make REA Projects safe. Our insurance 


rates will now directly depend upon your accident record and will 
not be affected by the experience of other electric companies, 
The importance of this arrangement cannot be over-cmphasized. 
With your help we can produce an accident record which will cut 
present insurance costs in half, Let's go, The demonstration at 
the Project Superintendents' Conference in Washington devoted to 
Accident Prevention suggested ways and means of making projects 
safe. These safety activities to save lives and suffering are 
the most important part of our insurance program. 
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CONFERENCE OF PROJECT SUPERINTENDENTS 
“TAXES AFFECTING BORROWERS - 


Taxes Applicable To REA Cooperative Borrowers 


I. Federal Taxes 


1. General information - exemption of our projects 
from all Federal taxes except Social Security Taxes. 


II. State Taxes 
1. Social Security Taxes 


| @ 2. Gross Receipts, Income, Sales and Excise Taxes 
3. Property Taxes 


Financial Records Which Should Be Kept 
By Borrowers For Tax Purposes 


III. Social Security 
IV. Excise, etc., Taxes 


V. Property Taxes 
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CONFERENCE OF PROJECT SUPERINTENDENTS 


‘TAXES AFFECTING BORROWERS 


Extension Of Remarks 


Taxes Applicable To REA Cooperative Borrowers 


The Significance Of Taxes 
As you all know, any business to be successful must build up 


its revenues and keep down its expenses. Among expenses you will find 
that taxes are a very important item. In many borderline projects, 

) ) the amounts paid for taxes may represent the difference between success 
and failure. 


The tax problem of any organization separates itself into two 


fields: 

1. Prompt return of tax reports and payment of taxes to 
avoid penalties and prompt application to request 
exemptions given by law, if such application is 
necessary. 

2. Action taken to reduce taxes. 

In other words, first be sure that you don't pay more taxes 

i) & than you should. After that is settled, you may devote yourself to 


efforts to reduce the taxes which are imposed upon you. 

In order to carry out such a general plan, you must, of course, 
know what taxes you are burdened with and when they must be paid. In 
this matter, your project attorney should be consulted and he should 
give you a list of dates on which various returns must be made and 
taxes paid. It cannot be too strongly urged that you pay your taxes 
on time and thus avoid penalties. In some States, there is a 50% penal- 


ty added for failure to report property for taxation and pay the taxes. 
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It is impossible, of course, to give a complete resume of all 
Federal and State taxes in fifteen minutes, especially if some of the 
time is to be used in discussion. The following, therefore, is a very 
condensed summary. 
Federal Taxes 

As to these, it is sufficient to say that our cooperative proj- 
ects are exempt from all Federal taxes except Federal Social Security 
Taxes. These taxes are the Federal Energy Tax of 3% on sales of energy, 


Federal Income Tax, Federal Capital Stock Tax, and Federal Documentary 


Stamp Tax. These exemptions, however, must be claimed by the project. 


1. Federal Energy Tax 
This oxemption will be handled by REA upon your application. 


In its very nature, it would not be applicable until after energization. 
2. Federal Income, Capital Stock and Documentary Stamp Taxes 
There is an affidavit on the desk of each of you which must be 
filed in order to obtain the exemption. Be sure to execute it and attach 
the copies of the charter, by-laws and latest financial statement called 
for in the affidavit. Send the documents to REA, Finance Division, and 
we shall file them for you. Of course, in purely membership corporations, 
the Documentary Stamp Tax will not be applicable since shares of stock 
(about the only instance where this tax would be applicable) are not issued 
by such corporations. 
3. Social Security Taxes 
I have attached to this document an outline of these taxes which 
may be of help to you. The important thing to remember is that the Old 


Age Pension Tax (Title VIII) applies no matter how few employees you may 
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have and that the cooperative contributes 1% and the employee 1% of the 
payroll. 

As to the Unemployment Insurance (Title IX), it only applies 
if you hire more than eight employees. The cooperative alone pays this 
tax, which amounts to 3% of the payroll. If you pay a State Unemployment 
Tax, you get a credit of 90% against this tax. It is for this reason 
that your State tax for 1938 will probably be 2.7%. 
State Taxes 

1. Social Security Taxes 

These taxes generally supplement the Social Security legislation 
enacted by Congress. As stated before, in connection with Federal unem- 
ployment. insurance, you get a credit up to 90% of all sums paid under sim- 
ilar Stats acts. Hence, since the tax rate in the Federal Act for 1938 is 
3%, you will find that in the vast majority of State acts the tax rate is 
2.7h. It is impossible, at this time, to go into the various State acts in 
detail, and we suggest that you write to us about any particular situation 
which may trouble you. 

ee Excise Taxes, Including Income 

These taxes are given various names in different States but are 
generally a percentage of the gross receipts of the business. In Ohio, 
it is called a gross receipts tax, in Tllinois an occupation tax, in other 
States sales tax or tax on sale of electrical energy. The fact that they 
are levied on a percentage of the gross is the unfair part of the tax, It 
is there, however, and must be paid. Each superintendent should consult 
his attorney as to whether his project is liable to such tax. 


Income taxes are in a different category. They are based on 
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the net income as defined in the statute and will, therefore, not be very 
Significant as far as our projects are concerned. Very few of our 
cooperatives have any net income and if they have, we can always reduce 
our rates to cost since our projects are not in the business to make 
profits. 

3. Property Taxes 

Of all taxes which you will have to pay, property taxes will 
be the most in importance and amount. The intricacies of the various 
State property tax laws and situs of property for taxation is not within 
the scope of this document but there is one central thought which we 
want to impress upon you in regard to this most important type of taxation. 

All of you who own property know that the amount you pay is 
based upon the valuation which has been put on your property by the asses- 
sor, multiplied by the tax rate. Generally speaking, we can't do much about 
the tax rate but we can and will do everything humanly possible to secure 
a correct valuation of your property. 

Our theory, which is absolutely correct legally as well as 
practically, is that the value of our project properties is based upon its 
earning ability, not upon the amount of money expended in building the 
line. If you don't make enough money to pay all your expenses, including 
reserves for depreciation (same as maintenance fund), interest, amorti- 
zation and taxes, you should maintain to the bitter end that your line 
has no value except salvage value. In other words, so long as you make 
no money, you should pay taxes on a valuation based on the junk value 
of the line. In Georgia, this minimum value has been set at 8% of con- 


struction cost; in Illinois at least one taxing authority has agreed to 
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4% of construction cost. In Ohio, we are fighting ageivss a valuation 
of 80%. 

Finally, we come to the records which you shoul’ keep to enable 
you to handle your tax problems efficiently. 


1. Accurate payroll records and record of employees. ‘This is 
important for Social Security Taxes. 


2. Gross Receipts - for Excise, etc., Taxes. 

3- Net Revenue - for property taxation valuation. Be sure to deduct 
from gross revenue not only operating expenses but reserves for 
depreciation, interest and amortization and estimated taxes. 

The lower the net in this one instance, tho better. 

) ] It is not out of place in summing up to state that accurate and 
efficient corporate records will be of inestimable help in both justify- 
ing your own tax payments and supplying us with the required information 
in the event that our assistance is necessary in presenting facts and 
figures to various taxing bodies. 

In closing, a request is made to all of you that if you are 


faced with tax problems of any character at all, be sure to write to the 


Finance Division and we shall give all possible assistance. 


- 47 - 


aA ee 


43 xi oils ‘i ip Le 


yy 
se is ye oF 


 feteatdao bus coltestitome bas 2 
tovdod oft ,somstent ond eid! a 


pas edeusons tedd ogate of qe gatminra ob eae @ 


- existent, thtod at qied eidemtiment To ed iitw airooot 


cot senrto tat hewhitivs we Mee badennpptntiiis - 


A 
yi. 
Pos 


Sacks Sie ee 


ome “7 ne 


AR? 7 RANT TP 


-0000000- 


Claiming Exemption Under Section 101 of the Revenue Act of 1936 


STATE OF | ) 
a. 6. 
COUNTY OF 


deposes and says that he is the 


(Name of Affiant) 


ole: of the 


(Title of Affiant) (Full Name of Association) 
located at _» and that the 


(Full address, including street and number) 


following statements are true to the best of his knowledge and belief: 
1. Date Association incorporated 
2. State in which incorporated 


3. Purposes for which incorporated 


4, Ifa stock company, amount of capital stock outstanding 
5. State amount of shares or memberships owned 

a. Producers 

b. Non-producers 


ce. Non-producers at time interest was acquired 


- Legal rate of interest 


6 

7. Is reserve required by State law If so, what amount 
8. Will a reserve be maintained 
9 


- What are the requirements of membership 


« fees 
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10. Does Association deal with both members and non-members __ 


ll. State value of energy purchased during period for: 


a. Members 
b. Non-members 
cs Neither members, nor producers (farm consumers) 


12, State fully the plan followed in charging for electric energy. (Are con- 
sumers charged for the cost, plus estimated operating expenses, plus re- 
serve necessarily set up for amortization and interest?) 


13. Will the Association pay dividends:_ if so, how will such dividends be 
participated in by: 


ae Members 
b. Non-members 


The information contained herein is representative of the purposes 
and activities of the Association since January 1, 1925, or the date of 
organization thereof, if organized subsequent to that date. 

The attached Financial Statement showing assets and liabilitics, and 


a copy of the Articles of Incorporation and By-laws are hereby made a specific 
part of this Affidavit. 


(Signature of Principal Officer) 


Subscribed and sworn to before me this day of So ae 


(Signature of Officer Administering Oath) 


(Title) 


Attach: 
Financial Statement 
Articles of Incorporation 
By-Laws 
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Social Security Taxes 


The Act of August 14, 1935, known as the "Social Security 
Act," imposes three separate taxes on employers and employees, as 
follows: 


Taxes on Employees and All Employers - By Title VIII of the Act, a 


tax is imposed on the income of every individual equal to the follow- 
ing percentages of the wages received by him with respect to employ- 
ment: 1% in 1937, 1938 and 1939; 14% in 1940, 1941 and 1942; 2% in 
1943, 1944 and 1945; 23% in 1946, 1947 and 1948; 3% thereafter. The 
tax is to be collected by the employer by deducting it from the wages 
of the employee as and when paid. (Soc. Sec. Act, 8801, 802). 


Beginning Jan. 1, 1957, a tax is imposed on every employer, 
with respect to having individuals in his employ, equal to the follow- 
ing percentages of the wages paid by him with respect to omployment: 
1% in 1937, 1938 and 1939; 13% in 1940, 1941 and 1942; 2% in 1943, 
1944 and 1945; 23% in 1946, 1947 and 1948; 3% thoreafter. (Soc. Sec. 
Act, 3804). 


Regarding the foregoing taxes on employecs and employers, 
the term "wages" means all remuneration for employment, including the 
cash value of all remuneration paid in any medium other than cash, 
except that it does not include that part of the remuneration which 
exceeds $3,000 in any one calendar year. 


The term "employment" means any service performed by an 
employee for his employer, except: (1) Agricultural labor; (2) domestic 
service in private home; (3) casual labor not in course of the 
employer's trade or business; (4) service performed by a person who 
has attained the age of sixty-five; (5) services of officers or crew 
of vessel documented under laws of U. S. or foreign country; (6) service 
performed in employ of U. S. or state government or instrumentality 
or subdivision thereof; and (7) service performed in employ of 
religious, charitable, cducational, ctc., organizations. (Soc. Sec. 

Act, 8811). A further exception is created by Carriors Taxing Act, 
1937, 89, which provides that "omployment" as defined in Social Security 
Act, Title VIII, $811 (b) shall not include service performed by an 
individual as an employee or employee representative as these terms 

are defined in the Carriors Taxing Act, 1937. 


Returns - Every employer subject to the aforementioned taxes and charged 
with the duty of collecting such taxes from his employees must make 
monthly tax returns, in triplicate, on Form SS-1, for each calendar 
month. (Reg. 91, art. 401). 


Every employer must make information returns (1) on Form 
SS-2, containing a summary of taxable wages paid to his employees and 
of the taxes with respect to such wages, and (2) on Form SS-2a, report- 
ing the taxable wages paid to each employee. Employer must attach to 
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Form SS-2 a separate Form SS-2a, for each employee who received taxable 
wages during the period covered by the return. Form SS-2 must be 

filed in duplicate, but only one original copy of Form SS-2a must be 
filed for each employee. These information returns must be filed for 
each period of three calendar months ending March 31, June 30, Sept. 30 
and Dec. 31. . (Reg. 91, art. 402). 


Employer must also make an information return on Form SS-3 
with respect to each employee who attains the age of sixty-five or 
dies before attaining that age. In addition to reporting the attain- 
ment of the age of sixty-five or death of an employee, the return must 
show (1) taxable wages paid during the period covered by the return for 
services of the employee, and (2) all remuneration which has not been 
paid but which when paid will constitute wages subject to tax for services 
of the employee. The omployer must attach to and file with each return 
on Form SS-3 for an employee attaining the age of sixty-five satisfactory 
evidence that the employee has attained such age. (Reg. 91, art. 403). 


The last roturns on Forms SS-1, SS-2 and SS-2a for any person 
who ceases to be an employer, must be marked "final roturn." The 
period covered by each such return must be plainly written on the return, 
indicating the date of final payment of wages. There must be included 
as a part of each final return a statement giving the address at which 
the records of the employer required by Reg. 91 will be kept, and if the 
employer is deceased or his business terminated, the name of the person 
keeping the records. (Reg. 91, art. 4Oh). 


Fach return must be signed and verified under oath or affirma- 
tion by (1) the individual, if the employer is an individual; (2) the 
president, vice-president or other principal officer, if the employer 
is a corporation; or (3) a responsible and duly authorized member having 
Knowledge of its affairs, if the employer is a partnership or other 
unincorporated organization. If the total of the taxes shown on any 
return on Form SS-1 or Form SS-2 is $10 or less, such return may be signed 
or pun enen es before two witnesses, instead of under oath. (Reg. 91, 
art. 407). 


Returns must be filed with the Collector of Internal Revenue 
for the district in which the employer's principal place of business is 
located, or if the employer has no principal place of business in the 
United States, with the Collector at Baltimore, Maryland. Except as 
provided in Reg. 91, arts. 403 and 404, each roturn must be filed on or 
before the last day of the first month following the period for which it 
is made. (Reg. 91, art. 409). 


Paymont of tax shown on each return on Form SS-1 must be 
made at time of filing such return. 


Records - For records required to be kept by the employer, see Reg. 91, 
art. 412, and chher articles therein cited. 


Tax_on Employers of Eight or More - In addition to the foregoing taxes, 
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Title IX of the Social Security Act imposes on every employer (as defined 
in that Title) for each calendar year, an excise tax with respect to having 
individuals in his employ equal to the following percentages of total 
wages payable by him with respect to employment during such year: 1h 
for 1936, 2% for 1937, and 3% thereafter. There may be credited against 
the tax the amount of contributions paid by the employer into an 
unemployment fund under a state law. An additional credit may be 
allowed, beginning with the year 1938, based on the payment of a lower 
state contribution on account of the employer's stability of employment. 
The total credits may not exceed 90% of the Federal tax. (Soc. Sec. Act, 
5901, 902, 909, 910). 


For the purpose of this tax: 


(a) The term "employer" does not include any person unless on 
each of some twenty days during the taxable year, each day being in a 
different calendar week, the total number of individuals who were in 
his employ for some portion of the day was ocight or more. 


(>) The term "wages" means all remuneration for employment, 
including the cash value of all remuneration paid in any medium other 
than cash. 


(c) The term "employment" means any service performed by an 
employee for his employer, except: (1) Agricultural labor; (2) domestic 
service in a private home; (%) service of officers or crew of vessel on 
navigable waters of U. S.; (4) service of individual in employ of his 
son, daughter or spouse, or service by child under twenty-one in employ 
of father or mother; (5) service performed in employ of U. S. or state 
government, or instrumentality or subdivision thereof; and (6) service 
performed in employ of religious, charitable, educational, etc.,organi- 
zation. (Soc. Sec. Act, 8907). 


Returns - Every employer subject to this tax must make a return, on Form 
oko, for each calendar year. Each corporation subject to the tax must 

render a separate return. (Reg. 91, art. 300). The return must be veri- 
fied under oath, unless the tax is $10 or less, in which case the return 
may be signed or acknowledged before two witnesses. (Rog. 90, art. 301). 


Returns must be made on or before Jan. 31 following the 
close of the calendar year and be filed with the Collector of Internal 
Revenue for the District in which the employer's principal place of 
business is located, or if the employer has no principal place of busi- 
ness in the United States, with the Collector of Internal Revenue at 
Baltimore, Maryland. (Reg. 90, art. 303). 


Payment of tax must be made at time of filing return. 
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CONFERENCE OF PROJECT SUPERINTENDENTS 


WHOLESALE RATES 


The Rate Section is a section of the Operations Division 


Rate Section has two main functions 
ae Retail Rates 
be Wholesale Rates 
c. The men in charge will speak on their procedures on each. I want 
to emphasize a few questions of policy on this session's topic 
WHOLESALE RATES. 


Wholesale rate levels are too high. REA began with high wholesale rate 
levels. 

a. We had no alternative 

b. Now we are getting them down to around 1¢ average 

c. But this is not as low as Bonneville's 3¢ rate 

d. We are striving to lower them. Let us help you. 


Wholesale rate contracts too complicated 
a. Some of the contracts remind you of grocery rolls of wrapping paper 
b. We want to make them short -- a page or so. 


We inherited private utility wholesale rate practices. 


a. We are striving to make them conform to cooperative practices and your 
members’needs. We want your help in doing so. 
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CONFERENCE OF PROJECT SUPERINTENDENTS 


WHOLESALE AND RETAIL RATES - INTRODUCTORY 


The principal functions of the Rate Section are: 


1. To assist projects ibs Hegre OE and analyzing wholesale 
energy rates and contracts. 


2. To assist projects in setting up a retail rate schedule which 
will induce the maximum use of service and at the same time per- 
mit the project to be self-liquidating. 


For working purposes the Rate Section is divided into two units: 
(1) wholesale, (2) retail. 


Wholesale > 


1. Become familiar with your wholesale energy rate and contract, 
especially those provisions which affect the rate schedule. 


2. Check each power bill. 


3. If you feel that your power costs are too high, if you are 
being penalized by some contract provision, if the bill is incor- 
rect, if the bill is not rendered in accordance with the contract, 
or if you are doubtful about any of these matters, write to the 
Rate Section. 


Retail 
1. Become familiar with each retail rate schedule, 


2. Become familiar with the conditions of service under which 
that schedule is rendered. Read carefully and remember all of 
the text on each rate sheet. 


3. Read carefully the mimeographed explanations which are sent 
you pertaining to the various rate schedules. 


4, Study and restudy the Rate Handbook from cover to cover. 

5. When in doubt as to the method of computing a bill under a 
retail rate schedule, as to the application of a schedule, as to 
the classification of a member, or as in similar matters affect- 
ing the retail rates, write to the Rate Section. 


6. If you need schedules for other classifications of service 
which have not been sent to you, also write to the Rate Section. 
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CONFERENCE OF PROJECT SUPERINTENDENTS 


WHOLESALE POWER COSTS 


Wholesale power costs constitute a major item of operat- 
ing expense on. your project. Accordingly, it is good business to 
check your power bill each month. -To assist you in keeping an 
accurate, simple monthly record, Operations Memorandum No. el has 
been submitted to each of you, After checking the bill, the various 
items should be listed on that form. 


As wholesale rates and contracts vary widely, it is dif- 
ficult to establish a fixed rule for all projects to follow. Five 
suggestions, however, follow. 


A. Review Power Contract Carefully With Particular Reference To: 


1, Rate. Be certain that you can figure out the rate. 
If there are any questions, get in touch with the 
Rate Section. 


2. Minimm Charge. Almost all minimum charges are waiv- 
ed for the first twelve months. Check amount of 
that charge for your project with total bill to de- 
termine that the minimum charge is not penalizing 
your project. Notify the Rate Section of any penal- 
ty. 


3. Minimum demand for billing purposes. Some contracts 
contain a minimum billing demand. Make certain 
that the actual demand equals or exceeds the mini- 
mum billing demand. 


4, Ratchet demand clause. It is the clause in the 
contract which provides the method whereby the 
maximum past or future demands are taken into ac- 
count in establishing billing demand for subsequent 
or previous periods. It is suggested that you get 
in touch with the Rate Section if there is any ques- 
tion. In checking the bills each month, check ac- 
tual demand and billing demand. They should not be 
different consistently. 


5. Prompt payment or penalty provisions. Sometimes 
a discount is allowed for prompt payment within 
specified period. In other contracts, a penalty 
is added if the payment is not made within a speci- 
fied period. Make certain that the payment is made 
in time either to obtain discount or avoid penalty. 
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6. Power factor clause. While they are different for 
various projects, there is usually a penalty when 
the power factor is below 80% or 85%. Frequently, 
there is a credit when the power factor is above 
85%. It is important that the clause is properly 
applied. Advise Rate Section of any questions. 


7. Fuel adjustment clause. These vary in each con- 
tract. Where adjustments are made, obtain fuel 
costs from the Company to determine that the clause 
is properly applied. 


8. Tax clause. It is usually based on the laws in 
the particular state. Note its application to your 
case. 


9. Term and Termination Notice date. Fill in proper 
space on Operations Memorandum No. 21 with both 
items so that proper notification can be given 
either to renew or discontinue contract, or negotia-~ 
tions undertaken to improve contract. Notify Rate 


Section of any action taken_in that respect. 


B. Accompany Meter Reader Of Company If Possible And Keep 
Record As Check. 


Make a practice of accompanying the meter reader when he 
arrives to read the meter. Keep a momorandum of his readings for 
checking purposes. This practice will permit computing the bill 
in advance of its receipt. This not only provides a check but 
gives prior indication, by five to eight days generally, of the 
total amount the project must provide to meet the payment of its 
bill. 


C. Power Bill Should Show All Data Affecting Bill. 
Insist that bill rendered shows: 
1. Meter reading dates. Previous and current months, 
with actual meter readings so that difference rep- 


resents energy consumed. 


2. Actual maximum demand reading and billing demand, 
if it is different from the actual. 


3. Any adjustment in kwh such as meter constants, pow- 
er factor, primary metering, etc. 


4. Power factor reading, where such clause is included. 
5. Discounts or penalties due to operation of power 


factor clause, fuel clause, tax clause, primary or 
secondary metering, delayed, or prompt payment. 
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D. Keep Monthly Record On, Operations Memorandum No. 21 


Check every item on the power bill each month, Do not 
assume any of the figures shown as correct are so without checking. 
If there are any questions, communicate with your power supplier. 
Furthermore, do not hesitate to write Rate Section, sending all 
facts when any question arises about power costs. 


E. Power Sources For Additions To Project. 


1. Determine whether your existing source can supply 
the new section. If not, obtain rate quotations 
from all possible sources. If it can, make an cf- 
fort to obtain a lower rate. 


2. If a new delivery point is necessary from an exist- 
ing power source, determine whether a new contract 
is necessary. 


3. If your source is a municipal plant, determine 


whether sufficient capacity is available for these 
additions to your project. 
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CONFERENCE OF PROJECT SUPERINTENDENTS 
RETAIL RATES 


The following explanations of the various Retail Rate 
Schedules are those in effect or suggested for various projects 
at present. The Retail Rate Section has been obliged to attempt 
to discover what Rate schedules will best serve the needs of the 
varying types of consumers found in our Projects throughout the 
United States. Of necessity, this has resulted in much experi- 
mentation. 


It must not be assumed that any of the Rate schedules 
that follow are necessarily the last word on this subject. On 
the contrary, we are constantly searching for better and simpler 
rates to serve the maximum number of consumers at rates that will 
satisfy the maximum number of consumers on each project. As far 
as the Government is concerned, in addition to bringing electricity 
to those who are not now receiving central station service, your 
principal obligation is to repay your loan. Otherwise, these proj- 
ects generally belong to their mombers and any reasonable Rate 
schedule or schedules that bid fair to repay the Government loan, 
satisfy our requirements as well. 


This means that projects must continually use discre- 
tion in the application of suggested Rate schedules. As you know, 
there are no Retail Rate schedules that apply equally to all per- 
sons everywhere, due to the varying uses, and ability to pay. The 
only principle that we suggest is that persons receiving broadly 
Similar types of service should be treated and charged alike, in 
order to avoid unreasonable discrimination. We will welcome sug- 
gestions from the projects at any time as to new and better ways 
of repaying their Government obligation by rates and charges which 
they deem to be to the best interest of the members on their Proj- 
ect in the light of their KEA loan. 


C. A. Winder, Director 
Division of Operations 
Supervision 
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CONFERENCE OF PROJECT SUPERINTENDENTS 


RETAIL RATE SCHEDULES 


Schedule A 


Over 90% of your members will be served on Schedule A. 
Therefore this is by far the most important schedule. It covers 
single-phase service to farms and residences. The provision for in- 
creasing the minimum bill in those few instances where members need 
more than the normal transformer capacity is important. The proj-~- 
ect must make a larger investment to serve such members and should 
be assured of a larger minimum revenue. Ordinarily the actual bill 
for energy used will be more than the minimum, but sometimes, for 
example, a farmer installs a 5 or 10 h.p. motor which is only used 
occasionally during certain seasons. Such a motor brings in very 
little revenue but involves a large investment. 


Schedule B 


Business establishments of every kind should be served 
on Schedule B. On the average, this class of member uses several 
times more kilowatt hours per month than a farm or home. Rate 
schedules are designed to meet average conditions, and Schedule A 
is not suitable for this type of service. Many large commercial 
members would be served at a loss on Schedule A. The blocks on 
Schedule B are made longer and the final block is usually reached 
after the use of 3000 kwh per month as compared with 200 kwh per 
month under Schedule A. 


Schedule B, in turn, is not designed to serve large power 
consumers requiring in excess of 25 KVA of transformer capacity. 
These might be billed at the low final price for almost their entire 
usage, which would be less than the cost of serving them. This 
schedule also covers three-phase service to farms, temporary serv- 
ice, and seasonal service. A further explanation will be found in 
the descriptive bulletin attached to Schedule B. 


Schedule WH 


Controlled water heating is a very desirable type of load. 
However it is not possible to build up much water heating load unless 
the price per kilowatt hour is low, and 1.3¢ per kilowatt hour or 
less is usually found to be necessary. It is often possible to offer 
a rate for water heating which is lower than the average cost of 
purchased power provided automatic time switches are installed, 
insuring that the water heating load will be almost entirely off- 
peak. Under these conditions the demand portion of the wholesale 
power cost may be disregarded. It may also be assumed that water 
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heating load is supplied from the lowest priced energy block reach- 
ed by the project on the wholesale rate schedule. On these assump- 
tions we generally recommend that the off-peak rate contained in 
Schedule WH should be 3 mills higher than the lowest price at which 
the project purchases any portion of its energy. The 3-milis 
margin is sufficient to cover the increase in distribution losses 
occasioned by the water heating. load and allow a small margin of 
profit. A bulletin is attached describing Schedule WH in more 
detail. 


Schedule E 


Schedule E makes it possible to serve schools, churches, 
and community halls at a lower guaranteed annual revenue than on 
Schedule A or Schedule B. There is an annual guarantee in place of 
a monthly guarantee, which means that if little or no service is 
used during certain months, as will be the case with schools dur- 
ing the summer season, there need be no charge during that month. 


Schedule A-V 


This schedule is generally recommended when the project 
serves one or more villages. The rate is the same as Schedule A 
except that the minimum charge is lower. It is recommended that a 
village be defined, for the purpose of this schedule, as a group of 
houses so located that six or more can be economically served from 
the same transformer. It is not necessary to obtain six applica- 
tions before offering the village rate. It may be assumed that 
ultimately the majority of these prospective members can be con- 
nected. 


Schedule A-S 


This is primarily a schedule for summer cottages. The 
guaranteed annual revenue should not be less than $18.00 per year, 
since this is approximately the minimum cost of serving any con- 
sumer. If the average investment per cottage is appreciably in 
excess of $100 the annual guarantee should be higher. 


Schedule A-3 


This schedule offers service to tenant farm houses at a 
low minimum charge, provided they are located adjacent to the main 
farm house or another tenant house so that the owner can install 
the wiring from house to house. Its application is necessarily 
limited, since most farm tenant houses are not so located. 


Schedule D 


This schedule is designed to bring service within the 
financial reach of the low income class of potential member. The 
use of this schedule is still in the experimental stage. It has 
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been adopted by about twenty projects, principally in southern 
states. Most of these are using Schedule D for the purpose of 
reaching Negro tenant farmers who cannot afford the regular proj- 
ect minimum, and who are not so located that Schedule A-3 can be 
applied. A full discussion of this schedule is contained in the 
descriptive leaflet attached to it. 


Schedule LP 


All consumers requiring more than 25 KVA of transformer 
capacity shohd be served on this schedule. The rate is based 
principally on the wholesale power rate of the project in question. 
Consumers having a high load factor will obtain service at a low 
average cost per kilowatt hour on this rate and vice versa; those 
having a low load factor will pay a high rate per kilowatt hour. 
This type of rate enables the cooperative to serve each consumer 
more nearly at cost. 


Street Lighting Schedules--SL-1 and SL-2 


The choice between these two schedules will depend on 
whether the cooperative or the village turns the lights on and off 
and renews lamps when burned out. The former, under SL-1, is to 
be preferred, but if located at a distance the village may perform 
these services, in which case Schedule SL-2 should be used. Auto- 
matic time switches are available for use under Schedule SL-1 at 
reasonable cost to turn street lights on and off in accordance 
with a seasonal dusk to dawn schedule. 
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CONFERENCE OF PROJECT SUPERINTENDENTS 


MAPS 


I. Need for Adequate Maps in Operations. 
1. Line trouble location 
2. Future extensions 
3. Spotting prospective members 
4, Load building activities 


II. Data Which Should Be Shown on Operating Maps. 
1. Fusing 
2. Transformers and Services 
4. Members and their status 
4. Proposed extensions 


 ) III. Sources From Which Base Maps May Be Secured. 
1. Post Office Department 
2. Coast and Geodetic Survey 
3. U. S. Geological Survey 
hk, U. S. Department of Agriculture, Bureau 
of Soils 
5. State-wide Highway Planning Survey 


IV. Methods of Compiling Base Maps Into Project Maps. 
1, Combination of base maps and retracing 
@. Combining Van-Dykes of base maps and retouching 
3. Enlarging base maps by pantagraph 
4, Enlarging base maps by projection 


V. Experimental Program of REA Mapping Section 
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CONFERENCE OF PROJECT SUPERINTENDENTS 


JOB OF OPERATIONS DIVISION 


The Development of Our Program 
a. Experience of REA to the Present 
b. REA progresses with the program 


The Project and the REA 
a. Their experience and our program 
b. Learning the best experiences everywhere. 


Sound Operating Procedure 
a. Board's and Superintendent's Duties 

(1) Role of each 

(2) Necessity for modesty when Superintendent returns from 

this conference. Don't lay down the law. Use gentle persuasion. 

b. Looking forward to early democratic management by the cooperatives 
c. Interchange of best cooperative techniques 
d. Friendly assistance of REA 


The Problem before us 
a. Our objectives: “a 
(1) Maximum nuttber of rural consumers 
(2) Maximum amount of electrical energy usage 
(3) At the lowest price, consistent with costs, consumers are able to 


pay 
(4) Under a democratic procedure of self-management 
(5) And repayment of obligations. 
b. How the Project can aid in Attaining these objectives 
c. The helpful role of the REA 
ad, Superintendents 
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CONFERENCE OF PROJECT SUPERINTENDENTS 


THE UTILIZATION DIVISION 


What Makes A Project Successful 


Securing of consumers, 

Wiring programs. 

Meetings. 

Demonstrations. 

Energizing celebrations. 

Literature. 

Value of certain types of appliances. 
Sale of appliances. 

Dealer cooperation. 

Cooperation from the extension service. 
Project responsibility in load building. 
Assistance which REA can give. 


Necessity of promoting the productive uses of 


oe 


electricity. 
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CONFERENCE OF PROJECT SUPERINTENDENTS 


UTILIZATION DIVISION ACTIVITIES 


The Utilization program is a continuous activity or 
series of activities which starts at allotment, continues through 
the various project stages and does not stop even when the project 
ig turned over to the borrower. I will attempt to "high-light" 
our work in one presentation emphasizing particularly the work done 
up to the time of project completion. 


One year ago, six teams consisting of a home economist, a 
utilization representative and an agricultural specialist had been 
placed in the field. Since that time changes have been made resulting 
in our having twelve teams consisting of a home economist and @ utili- 
zation representative who cover practically the entire country . 
Changes in the agricultural activities will be described later. 


REA believes that complete rural electrification does not 
end with the construction of lines but that it includes the effective 
use of electricity by project members. This is essential in order 
that the projects may build up sufficient revenues to repay government 
loans and to assure the best use of electricity by project members. 


From the viewpoint of project payout we might consider the follow- 


ing equation always assuming reasonably efficient project management: 
The number of consumers x kwh per consumer = degree of project success. 
These two factors must be borne in mind at all times. This brings me 
down to a discussion of some of our activities. 


The basic plan of operation was published in the portfolio 
"Fingt Steps in Load-Building" and supplied to the REA staff and to 
all Project Superintendents, The portfolio is keyed to the psycho- 
logical steps in the life of a project up to the time of energizing. 
It contains educational literature which should be sent out to mem- 
bers, It describes the types of meetings with dealers, wiremen, 
plumbers and members which would benefit the project. It explains 
the wiring and plumbing loans. It points out the value of holding 
energizing ceremonies. It is interesting to note that since the port- 
folio was prepared 1,282,000 pieces of portfolio literature have been 
ordered by projects for distributicn to members. Aside from its 
value in organizing early utilization activities, the portfolio pro- 
gram has assisted in maintaining the project morale at a high level 
through keeping members advised periodically as to the progress which 
was being made in line construction. 


There were so many demands from the projects for assistance 
that during the first several months our six utilization teams could 
spend very little time with any one project. We tried to contact and 
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get acquainted with all of them and to help them initiate their load- 
building program. 


When this first large task was completed we were then able 
to slow down the flying attack and spend several days with each 
project conducting mass meetings of the members to acquaint them 
with proper methods of wiring and lighting their premises and the 
many ways in which they could make effective use of electricity. To 
date over 1400 such meetings have been held with a total attendance 
of over 250,000. These mass meetings also served to revive the in- 
terest and enthusiasm of the members and to give them a sense of 
satisfaction in being a part of a growing, thriving cooperative organ- 
ization. During the summer of 1938 we felt that we had accomplished 
sufficient coverage with these more or less spectacular activities so 
that we could reorganize our forces for the steady long-pull work 
required in all projects. 


As we are now operating, the field representatives of the 
Utilization Division are supplied from headquarters with basic in- 
formation of the operating results of the projects in their region. 
Special attention is being given to the least successful projects. 
The field representatives are working with the project employees 
and officials to determine the reasons for existing deficiencies. 
It is interesting to note that more than Oho activities of varying 
kinds have been conducted and that more than 360 projects have been 
visited by utilization field representatives. fter a careful study 
ef conditions they prepare a program of activities designed 
to correct the deficiencies. 


Their efforts deal largely with the following problems: 


1. Stimulating all unserved members to immediately wire 
their premises and accept service. 

Providing the members with proper lighting equipment. 
Securing additional members. 

Special campaigns to increase the use of electricity 
by minimum bill members. 

Promoting the use of electricity for all accepted 
household applications. 

Promoting the application of electricity to all 
agricultural production prevalent in each project area. 
Securing the active cooperation of voluntary working 
committees of members. 

Securing the active assistance of the Extension Service 
Workers and Vocational Agriculture Instructors. 
Stimulating aggressive sales effort by all electrical 
and plumbing contractors, dealers in lighting equip- 
ment, home appliances and electrically operated agri- 
cultural equipment. 
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discussion of the method of attacking each of these problems but I will 
explain briefly the general plan of operation, In the Utilization 
Division the front line of attack is our field staff but members of 
our headquarters staff are required to spend a large part of their 
time in the field in order to augment the efforts of our field 
representatives. This enables them to prepare and test out basic 

plans of activities and campaigns which then can be placed in oper- 
ation successfully by the field staff. It also enables them to 

devise variations of the basic plans to adapt them to special condi- 
tions in the various geographic areas. 


Wiring 


The first load-building task for every project is to get 
all the members to wire their premises and accept service. The 
Congress provided that these REA financed projects should be self- 
sustaining, We realize that projects cannot be self-sustaining unless 
members have their premises adequately wired so that they can use 
electricity abundantly, The revenue from the sale of current to the 
members must be sufficient to pay the interest and amortization on the 
loan and for the maintenance and operation of the lines. 


Due to the fact that today's program is designed to explain 
activities in the very early stages of a project, I am going to em- 
phasize our wiring program. Experience has shown that unless well- 
planned wiring activities are adopted project members may be forced 
to pay excessively high prices for wiring and a sufficient number of 
members may not be ready for service in order to justify energizing 
a completed line. The lack of experienced wiremen in rural districts 
has made it necessary to organize mass wiring activities. Wiring 
specifications were drawn up based on the National Electrical Code. 

A long term financing plan was devised. A new program was adopted 
which if conscientiously promoted will eliminate delay in connecting 
members and sharply reduce wiring costs. 


The wiring program with complete instructions on how to 
place it in operation is sent to the project superintendent or other 
responsible person of all new projects as soon as the loan contract 
has been sent. On supplemental projects the program is sent as soon 
as the project is allocated. This program requires that three quarters 
of the members who have signed for service must sign a bona fide house 
wiring contract before starting line construction. The date for send- 
ing this program to the projects has been timed so the project officials 
will have ample time to fulfill the requirements and not cause any 
delay in the construction of the lines. The membership applications 
gecured under the preallotment procedures do not fulfill the requirement 
for bona fide wiring contracts. Ome week after this program is sent 
to the project a follow-up letter is sent asking what progress is 
being made. 
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I am going to outline the step-by-step procedure of this 
wiring program, 


1, Hold a group meeting of all the wiring contractors or wire- 
men who operate in the project area. Efforts are made to gain the 
confidence and cooperation of the contractors by showing them the 
problems facing the cooperative, how the cooperative functions, and 
the necessity of getting members! premises wired quickly so the 
cooperative can be placed on a self-sustaining basis in a short 
period of time. It is explained that the high costs of wiring 
have been one of the main factors against the interests of the 
cooperative and the farmer, It is shown that the old fashioned 
and inefficient method of soliciting house wiring contracts not 
only created high wiring costs but actually reduced contractors' 
total profits. It is explained that under the new plan it is in- 
tended to assign separate territories to each contractor to do all 
the wiring in his territory, thereby saving the expense of solicita- 
tion and competitive bidding on each wiring job. The contractors are 
then asked to give unit bids on each type of electrical outlet, 
service entrances, and outside wiring. These unit prices are given 
by the wiremen at the meeting. If the low bid is within range of 


the fair price schedule which has been suggested, then an effort 


is made to get all contractors to agree to take groups of houses 

at the low bid received, If the low bid received is too high or 

even too low to be economically sound then it is necessary to 
negotiate a fair price by showing the contractors actual cost of 

labor and materials for each type outlet and then adding a fair per- 
centage of profit and overhead. It is generally found that an agreed 
price can be reached that will be within 10% of the suggested schedule 
of fair prices. We now have a uniform standard price by all wiremen, 
that is anywhere from 33% to 50% lower in many cases than that charged 
before, which has been made possible by a mass wiring operation. 


It is then necessary to sell this group plan to the 
members on the project. This is best done by a mass meeting or 
several mass meetings, depending on the size and geographic condi- 
tions of the project. On some projects the contractors offer a 
free wiring job as an attendance prize to assure a large attendance. 


Colored handbills are then prepared and sent to all farmers 
living along the route of the proposed lines, These handbills are 
similar to this sample copy offering a Free House Wiring Job to the 
lucky one attending the meetings. They state the time and place 
for meetings and urge members and their wives to attend so they can 
become acquainted with 


1. What has been done to lower the cost of wiring. 

2, Why construction of the lines on their road cannot start 
until they have placed a bona fide contract for wiring.. 

3. The fact that the Electric Lines will ultimately belong 
to them. 
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4, How to get long term financial assistance for wiring, light- 
ing fixtures, and plumbing. 

5, Why all who want service from the new lines must sign service 
contracts now, not later. 


This type of notice has generally brought out a large attend- 
ance, similar to the attendance that we have here today, A demonstration 
of good and adequate wiring and lighting is given. A copy of the 
agreed schedule of prices and a copy of the standard wiring contract 
is given to each member attending. The proceedings at these meetings 
are, generally, as follows: 


1. Build up the cooperative spirit. Explain that the electric 
lines will eventually belong to the members and the neces- 
sity for each one to do his share to make the project a 
success, Explain clearly that there is no personal liabil- 
ity on the part of the members for repayment of the construc- 
tion loan, maintenance and operation of lines, and damage 
to life or property from falling wires during storms, etc. 

2. Explain in detail the following points: 

a. Lines cannot be constructed without sufficient members 
wired to justify energizing and provide sufficient 
revenue to pay power costs. 

b. Necessity of getting sufficient members wired and 
connected to place project on self-sustaining basis. 

c, New requirements that 3/4 signed members must sign bona 
fide wiring contracts before permitting construction of 
lines, so previous difficulties will be overcome. 

ad. Explain why farm wiring prices have been high, similar 
to explanation given at contractors' meeting, and then 
outline what has been done to lower the cost of wiring 
for the farmer and details of group wiring plan. 

e. Explain the standard wiring specification: how it has 
been drawn for the benefit of the farmers to make sure 
that no unnecessary regulations are set up that would 
cause extra expense to the farmer beyond that for a safe 
wiring installation. . 

f, Every contractor must do the wiring in accordance with 
the specifications and must have the wiring inspected 
and approved before service can be given so members are 
assured that whatever contractor is assigned to their 
district has to make a safe and satisfactory installation. 
Stress the fact that members should not pay the contractor 
in full until the wiring is inspected and approved. This 
makes it necessary for the contractor to do his work 
properly without any additional expense to the farmer. 
Fach contractor must give to the member a written guarantee 
on his work. 

g. Explain the value of the standard form contract to the 
member; how it functions. The contract states that the 
member desires the approximate number of outlets in- 
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dicated on the contract and agrees to pay for same as 
per attached schedule of wnit prices. This number of 
outlets is approximate and can be increased or decreased 
at the time of installation, The contractor will visit 
each farmer and finally determine where the outlets are 
to go and the total required, Farmer and contractor 
will check each item as per price schedule and agree upon 
total amount before contractor starts work. Since all 
contractors have the one uniform unit price schedule 
there is no advantage in calling in another contractor, 

h, After proper explanations are given have all attending 
meeting fill out and sign contracts at the meeting. 

i. Get each one present to volunteer to see one or two of 
their neighbors. Take additional contracts and price 
schedules with them. Have neighbors sign and return 
to office by predetermined date. 

j. An explanation is given on inspection of wiring, how it 
is done and the value of inspection to the members. 

k, Have all members fill out card stating their intentions, 
address, sign and place in box for drawing of Free House 
Wiring Job. 


To all who did not attend meetings the complete wiring pack- 
age is sent. This package gives a complete description of the program 
and its benefits, and requires the members to return their signed con- 
tracts to the cooperative office by a certain date. Usually two weeks' 
time is given. If the required number of contracts is not received 
through these mediums then salesmen are employed to obtain the balance 
by personal contact, 


When the program has been energetically promoted the work 
has been accomplished in three weeks. 


If every field representative of every Division in REA, 
when talking to project superintendents and officials during the 
period from pre-allotment to the starting of construction, will 
continually stress the fact that this program must be carried out, 
I am confident it will be a success, 


Of course, the high line contractor will not be stopped 
when he is ready to start work. We know that, but if we continually 
keep before the project officials the fact that the wiring contracts 
must be obtained the work will be accomplished, and in the majority 
of cases we will have a far greater percentage of the houses wired 
than we had under the previous system. 


Wiring Inspection 


Before REA came into the picture rural wiring inspection 
was available in only a few states. In contrast to the urban user 
of electricity, the farmer was not protected against the hazards of 
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unsafe wiring, Unsafe wiring not only creates a hazard to the life 
and property on the farm but it might cause irreparable injury to the 
projects themselves and a series of mishaps might endanger the entire 
rural electrification movement. For these reasons a system of inspec- 
tion was developed which was completely independent of the projects. 

At first considerable selling effort was required to get any inspection 
plan adopted. Today however, inspection is almost automatically accepted 
and the project members realize that their lives and property are being 
protected. At the present time rural wiring inspection has been set 

up rn 43 states and approximately 400 inspectors are engaged in the 
work, 


Lighting Equipment 


In many rural areas served by our projects it has been 
impossible for the farmers to buy proper lighting fixtures at any 
price and when they have gone to the larger cities they had to pay 
exorbitant prices for even the old type bare lamp fixtures. Conse- 
quently a number of the larger and more reputable manufacturers were 
invited to assist in serving this virgin market with good quality 
shaded-light fixtures at reasonable prices. 


Several of these companies are now offering special groups of 
nine fixtures to equip the average six-room house. Each company offers 
one group to sell to the farmer at about twenty dollars and two other 
groups which are somewhat more elaborate at slightly higher prices. 
Under this plan project members are able to purchase fixtures at about 
$ the previous cost. In this new plan the regular channels of dis- 
tribution take a smaller gross margin because the large volume of 
business available in a small area enables them to greatly reduce their 
sales expense, 


Special literature has been prepared by the manufacturers 
and REA to advise the farmers it is no longer necessary to pay excessive 
prices for good fixtures. Utilization field representatives have demon- 
strated and explained these fixtures in group meetings and have also per- 
suaded local contractors and dealers to push these special groups. As a 
result, we find an ever increasing percentage of farm homes with complete 
installations of shaded-light fixtures. Very few farms are now instal- 
ling drop cords with bare lamps or the old type of bare lamp fixtures 
which are equally bad from a lighting standpoint. 


In order to give further impetus to this forward movement 
the Installation Loan procedure is being revised so that REA will 
finance only the fixtures sold by those companies who are cooperating 
in popularizing the special groups of low-cost shaded-light fixtures. 
Emphasis will be placed upon the fact that these fixtures can be 
financed on the Installation Loan Cantract together with the wiring 
and the service extensions not provided by the Construction Contract. 
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New Member Campaigns 


Before a successful activity can be launched it is necessary 
to secure certain fundamental information about the project. In order 
to do this a Member Service Summary form was devised which records 
the names of all parties having farmsteads along the existing lines. 
By grouping these names geographically with respect to each section 
of the lines, an automatic work guide is provided. The superintendent 
and his workers can then tell at a glance where work is needed to 
secure new members and wiring contracts, also whether the transformer, 
service drop and meter have been provided. 


Meetings must be arranged and notices sent to all members 
and prospective members advising of the necessity for prompt action. 
The directors and other volunteer workers are assigned groups of 
prospects to solicit. The campaign will be most effective if it runs 
for only a short period - two or three weeks. In practically every 
project a sound, plausible reason for prompt action exists; additional 
funds must be secured from REA for transformers, etc. and the request 
must be submitted by a definite date, the directors have to report 
on the status of the cooperative at the impending annual meeting or 
sufficient transformers, etc. are on hand to serve only a given number 
of new members and the early applications will be given preference. 


Aggressive electrical contractors can give valuable assist- 
ance in such campaigns and if properly instructed can secure many 
new memberships while soliciting wiring contracts. 


Special Campaigns for Minimum Bill Members 


Every project has a certain percentage of minimum users. 
While it is not believed possible to raise all of these above the 
minimum a substantial number can and will use more electricity if it 
is possible for them to secure good quality appliances at a low cost. 
Good portable lamps are needed in every home and because they are 
"daily use" items they are particularly helpful in raising many users 
above the minimum class. Two other effective "daily use" items are 
the toaster and coffee maker. 


Manufacturers of I.E.S. lamps have agreed to cooperate with 
REA in making available to all project members two lamps on a special 
reduced price basis. Briefly the plan is this:- a 100 watt I.E.S. 
table type Study Lamp and a 300-200-100 watt I.E.S. Three-Lite Floor 
Lamp will be sold in combination for $9.95 complete with Mazda lamps 
of proper wattage and voltage. The projects will be enabled to 
finance these on the basis of 95 cents down and 95 cents a month for 
10 months on the electric current bill. Only the special lamps which 
bear the tag of the Electrical Testing Laboratories certifying that 
they comply with the Illuminating Engineering Society specifications 
and which also meet supplementary requirements set up by REA may be 
financed with REA funds. 
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The Utilization Division staff will be supplied with a 
simple portfolio to assist in selling the campaign to the projects 
and the dealers. This type of financing is new to REA and we want 
our representatives to arrange the set-up in all cases to make certain 
of its ultimate success. We hope it will be possible a little later’ 
to offer similar campaigns on other low-cost “daily use" appliances, 


Promoting Household Applications 


We have been particularly successful; during the past year 
and a half in getting the farmers to buy and use all types of useful 
household appliances. In the course of only a few short months REA 
projects have secured approximately the same saturation figures 
which the electrical industry has spent 20 years in achieving. 


In only seven months'time on the average, project members 
have purchased a surprisingly large number of appliances averaging 
$200 per member. It is interesting to note that the more expensive 
items are being purchased in relatively large quantities, For example 
28% of project members purchased refrigerators in this short period, 
52% are using washing machines, 83% have purchased radios, 17% have in- 
stalled water pumps. Even with these very favorable results which have 
been obtained up to the present time it is expected that a new approach 
to this newly created rural market can sharply increase the sale of 
major appliances such as ranges, water heaters and refrigerators. We 
are soon starting special activities in selected projects with the 
cooperation of national manufacturers, distributors and dealers. From 
these special activities we hope to develop 4 campaign procedure that 
can be put in operation for all projects, 


The work which is being done by our Home Electrification 
Specialists has far-reaching effects. Their appliance and lighting 
demonstrations have been very successful, Manufacturers and utility 
companies have copied some of them, Aside from this somewhat spectacular 
type of work, they have rendered a distinct service to REA-finaricéd 
projects by keeping appliances in service. Range users are called on 
by our Home Economists in order to make sure the members are securing 
satisfactory service. In many other ways they prevent dissatisfaction 
among members. Many schools have been held to assist in training Home 
Demonstration Agents of the Extension Service in order that they may 
be able to give greater assistance to our projects, In ten states 
training schools have been held for 834 home demonstration and county 
agents, Courses have been hgld which were attended by 932 vocational 
teachers plus hundreds of home economics students. Because of the 
Home Electrification Specialists! activities, women's interest in 
project affairs has been stimulated to the very great benefit of the 
project. 


Agricultural Activities 
One of the most important activities of the Utilization 
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Division is to introduce and popularize the productive uses of elec- 
tricity. Electricity may be used in many ways to actually increase 
farm incomes. The sale of ensilage cutters, brooders, feed grinders, 
milk coolers, portable motors, soil heating cable, cream separators 
and similar devices lags far behind domestic appliances. Many factors 
cause this:- the farmer is unfamiliar with equipment available and 

how it will perform, he often has an investment in gas-engine driven 
equipment that he hesitates to discard and further, the local implement 
and hardware dealers are extremely slow to realize the enormous poten- 
tial market for such equipment and do not carry it in stock and aggres- 
sively try to sell it. 


In order that we may solve this problem more effectively 
we are changing our method of approach. In the past agricultural 
specialists were assigned to each region. These men had to discuss 
the application of electricity to all types of farming such as 
poultry raising, dairying, fruit and vegetable production, general 
farming, etc. They also assisted the farmer in solving his refrigera- 
tion and irrigation problems. While a good job was done in this 
connection it is apparent that no one man can be an expert in all 
types of farming. In order to meet this condition we hope to add 
to our staff experts in various phases of agriculture who will pre- 
pare and initiate effective campaigns to show how electricity can 
be profitably adapted to these pursuits. 


As an example of what can be accomplished in this connec- 
tion we cite an activity being conducted in Virginia. In this case 
one of our agricultural engineers enlisted the cooperation of the 
Extension Service to introduce electric brooding on an REA-financed 
project. Several farmers pooled their initial orders for a total 
of 152 brooders and a favorable price was secured, These installa- 
tions have stimulated great interest on the part of other farmers 
and additional orders are being placed. Impartial observers have 
indicated that if these early installations are successful a large 
number of brooders will be connected to the lines in the next year 
and that the project may realize an additional annual revenue of 
approximately $10,000 from this one source, 


One of our most interesting activities has been the 
Farm Equipment Tour which was conducted in Iowa and Nebraska. This 
proved to be a most effective means of showing the farmer how 
electricity can be adapted to meet his needs. At the same time dealer 
interest was aroused in this field. I am sorry that the conference 
program is so crowded that we cannot describe this activity in detail. 


Plumbing 


projects are now engaged in activities which 
will make it possible for their members to secure the advantages 
of modern plumbing for the first time. One of the first conveniences 
which farm people desire is running water in the home and at the 
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barn. Specifications have been prepared which permit the installation 
of safe plumbing but eliminate unnecessary requirements sometimes 
found in urban installations, Negotiations carried on with manu- 
facturers, distributors and plumbing contractors have brought the 

cost of plumbing installations within the reach of thousands of 
project members, Additional booklets have been prepared which we 

hope will make it easier for project people to carry on plumbing 
activities. ) 


Stimulating Local Cooperation 


I will not get into the details of securing active cooperar 
tion of the local volunteer workers, the extension workers and educa- 
tional agencies and all the commercial interests, I merely want 
to point out to you that this is a never-ending process. It is a 
big job for our limited staff but I believe many very satisfactory 
results have been accomplished and we won't be satisfied until we 
have all these agencies working harmoniously with the officers and 
employees of all REA-financed projects. 


The lethargy of the small town dealer is appalling. How- 
ever, after he has once been persuaded. to participate in the activities 
conducted by our representatives he usually wakes up and after blink- 
ing his eyes wants to know when we will be back to start another 
activity. The actual sales resulting from our work are a marvelous 
stimulant to he who has been in the habit of sitting and waiting 
for business to come to hin. 


In closing, I want to thank you for your patience in listen- 
ing to this concentrated description of our varied activities. ; 
hope that it gives you a better understanding of how we are trying 
to help each and every project become self-sustaining at an early 
date, It may help the representatives of other divisions to recognize 
situations which our Division can help to correct - we will at all 
times welcome your suggestions as to projects which require our help. 
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CONFERENCE OF PROJECT SUPERINTENDENTS 


GETTING YOUR MEMBERS TO WIRE 


A. Reasons for members' not wiring. 
1. Energized projects. 
(a) Lack of cooperative spirit and realiza- 
tion of individual responsibilities. 
(b) Shortage of cash or poor crop conditions. 
(c) Insufficient educational work on the 
advantage of electricity to producing 
greater income. 
High cost of rural wiring. 
Tenant and landowner problems, such as 
insurance companies and Federal Land 
Banks. 
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2. Supplemental and "A" projects prior to con- 
struction of lines. 
Same as reasons under item 1, plus 
(a) Apprehension to wiring before lines are 
built for fear of not being served, 


2. Cures - proved by experience - for above conditions. 
1. Energized projects. 

(a) Mass meetings of members. 

(b) Adopt some sound finance plan and 
promote its use to members. 

(c) Establish agreed unit prices for wiring 
to obtain lower costs, by assignment of 
territories to contractors. 

(a) Promote concerted 2-weeks drive to get 
members to wire or suffer loss of trans- 
former and service wires with penalty of 
having to pay for same in future. 

(e) Advise all landowners and insurance 
companies, land banks, etc., of properties 
to be served and gain cooperation to wire. 


2, Supplemental and "A" projects prior to construction. 

(a) Establish agreed unit prices for wiring on 
basis of assigned territories to contractors, 

(b) Mass meetings of members to sell program; give 
good lighting and wiring demonstration and 
invoke necessity of cooperative action of 
each individual. Have each attending member 
get contracts from neighbors, 
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(c) Advantages of wiring contract method in 
overcoming apprehension to wire in advance 
of construction. 

(a) Adopt sound financing plan and promote its 
use among members. 

(e) Advise landowners, insurance companies and 
land banks, in advance, what properties 
will be served. Induce them to wire 
premises. 


C. Inspection problems. 
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CONFERENCE OF PROJECT SUPERINTENDENTS 


UTILIZATION PLANS 


Duties of Utilization Division Representatives 
"First Steps in Load-Building" 
Special load-building activities: 

a., Lighting fixtures 

b. I,E.S. Lamps 

c. Appliances 

Securing funds for Utilization activities 
Member Service Summary 
New Member Campaigns 


Merchandising policy 
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CONFERENCE OF PROJECT SUPERINTENDENTS 


AGRICULTURAL LOAD BUILDING 


Electricity on the Poultry Farm 
Be Poultry lighting 

Dd. Ultraviolet irradiation 

e% Brooders 

Ge Water warmers 

eC. Miscellaneous 


Electricity on the Dairy Farm 
ae Milking machines 

dD. Milk coolers 

C. Cream separators 

Os Cream coolers 

6. Dairy water heaters 

ae Sterilizers 

g Miscellaneous 


Electricity on the Live Stock Farm 
Qe Water supply 

dD. Stock tank heaters 

Se Feed grinders 

d. Electric fence 

e. Pig brooders 

es Miscellaneous 


Electricity on the Grain Farm 
Be Elevators 

b. Fanning mills 

Cc. Dryers 

5 Shellers 

C. Threshers 

a Miscellaneous 


Electricity on the Fruit and Vegetable Farm 
ths Irrigation 

Da Spraying 

Ce Grading, washing, and defuzzing 

d. Cooling and freezing 

e. Hotbeds 

f. Miscellaneous 


Electricity on any Farm 


ae General use of water systems 
db. Irrigation 
c. Refrigeration (locker storages, etc. ) 


ad, Motors (large and small) 
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e. Shop equipment 
f. Miscellaneous 


Conclusion: 


Some of the above items will be merely mentioned, 
while the more important ones will be exhibited and discussed 


in detail, 
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CONFERENCE OF PROJECT SUPERINTENDENTS 


AGRICULTURAL ACTIVITIES 


The Use Of Electricity 
In Farm Production 


Extension of Remarks 


In developing a program for the use of electricity in 
farm production, we must keep in mind that the majority of farms 
served by REA-financed lines are general farms. This does not mean 
that all farms or all areas are exactly alike, We know, of course, 
that in certain sections dairying will be the most important source 
of farm income; in another section it may be poultry; in another 
pork production, or it may be cotton or wheat production. 


But in the dairy sections, the farmers do not confine 
their activities exclusively to dairying. There are usually a flock 
of chickens, a few hogs, some horses, and perhaps some sheep on the 
typical farm in such a section. 


REA projects will, therefore, find it possible to develop 
a multiplicity of farm uses on their lines. The following list gives 
some indication of the uses to which electric power may be put on the 
various types of farms: 


1. Electricity on the Poultry Farm 
a. Poultry lighting 
b. Ultraviolet irradiation 
c,. Brooders 
d. Water warmers 
e. Miscellaneous 


®, Electricity on the Dairy Farm 
a. Milking machines 
b. Milk coolers 
c, Cream separators 
d. Cream coolers 
e, Dairy water heaters 
f. Sterilizers 
g. Miscellaneous 


3, Electricity on the Live Stock Farm 
a. Water Supply 
b. Stock tank heaters 
c. Feed grinders 
ad. Electric fence 
e. Pig brooders 
f. Miscellaneous 
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4, Electricity on the Grain Farm 
a. Elevators 
b. Fanning mills 
c. Dryers 
d. Shellers 
e. Threshers 
f. Miscellaneous 


5. Electricity on the Fruit and Vegetable Farm 
a. cLrrigation 
b. Spraying 
c. Grading, washing, and defuzzing 
d. Cooling and freezing 
e. Hotbeds 
f. Miscellaneous 


6. Electricity on any Farm 
a. General use of water systems 
b. Irrigation 
c. Refrigeration (locker storages, etc.) 
d. Motors (large and small) 
e. Shop equipment. 
f. Miscellaneous 


Bearing in mind what has been said above, it is evident 
that the uses listed under any one type of farming are not all that 
may be developed on a farm of that general type. The electric fence, 
for instance, is just as effective in confining Holstein dairy cows 
as it is regulating the range of a herd of Herefords. 


Many small uses usually make a better load factor than one 
major use. A $3 immersion poultry water warmer may actually use more 
electricity on many farms than a $200 motor. The maximum demand of 
the water warmer would probably not exceed 200 watts; that of the 
motor might be 12 or 15 thousand watts. Highest consumption on the 
water heater would be during the hours of lowest temperature --the 
hours after midnight. Not many farm motors are operated during 
these hours. It is not only possible but probable that the water 
warmer would increase the average farmer's income more than would 
the five-horse motor. 


The electric brooder is also a good load builder. Like 
the water heater, it is semi-off-peak in character. 


Full use of the water system should be stressed. A re- 
volving sprinkler in the garden will more than pay the entire cost 
of the water system. The proper kind of unit can be turned on at 
night--the best time to irrigate--and left on until morning. This 
again uses off-peak energy and it also makes use of the water system 
when its capacity is not needed for other purposes. 
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The greatest objection to milking machines is the difficulty 
of cleaning them. It has been established that the best way to clean 
them is by first sucking cold water through the cups and tubes 
followed by hot water. No woman wants the milking machine washed in 
the kitchen. If water is heated in the teakettle and then carried 
to the barn or milkhouse it is no longer hot enough to do an effective 
cleaning job. Milking machines will be more popular if electric dairy 
water heaters to make cleaning them easier are sold right along with 
the milking machine, 


It is too much of a job to make a manure hotbed and care 
for it on the average farm. Plants for the family garden are usually 
bought. Too often these are of unsuitable varieties or they are dis- 
ease infected. An electric hotbed is easy to operate. There is a 
real opportunity to place a 6! x 6' hotbed on any farm. Fresh, crisp 
radishes and lettuce for late February and early March consumption 
can be grown in addition to an adequate supply of cabbage, tomato, 
pepper, and egg plants for the family garden. 


Dairy cows will not produce nor beef cattle make adequate 
gains if their water supply is frozen during a good part of the time, 
Thermostatically controlled stock tank water heaters are now coming 
on the market, which keep the water available at all times. 


Far too many farmers are unacquainted with these potential 
uses of electricity. The Utilization Division is preparing literature, 
organizing tours and meetings, urging more activity in this field by 
the agricultural extension service and by manufacturers. 


We need more research to develop new uses and to perfect 
present ones. Members and officers of rural electric cooperatives 
should demand that their agricultural experiment stations give more 
attention to this problem. 
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CONFERENCE OF PROJECT SUPERINTENDENTS 


PROJECT PROBLEMS 


Meter Reading, Billing and Collecting 
Extension Policy: As being Revised. 
Duties of Superintendents and Managers 
Directors! Fees and Mileage 

Membership Fees 

Travel Expenses 

Project Attorneys after Construction 
Project Office and Equipment 

Pole Marking and Numbering 

Neighborly Relations 


Working Maps 
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CONFERENCE OF PROJECT SUPERINTENDENTS 


FROJECT PERSONNEL 


For the method of appointing project personnel see letter 
dated May 5, 1939, signed by Mr. C. A. Winder. 

Also sce: Qualifications Recommended by REA for Project 
Employees to Serve Under the Superintendent or Manager. 


Also see: Qualifications for an REA Project Superintencent. 


For further information write Division of Engineering 
and Operations,RFA, Washington, D. C. 
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CONFERENCE OF PROJECT SUPERINTENDENTS 


COOPERATIVE ORGANIZATION 


Introduction 


A manager of an electric cooperative cannot do a really 
effective job unless he understands the principles of cooperation 
and knows how to make them work. The purpose of this discussion 
is to further such understanding. It is of basic importance to 
realize the differences in purpose and structure of: 


1. Private utility companies, 
2. Public ownership, 
3. Cooperative ownership. 


| The practical value of organized cooperation is indicated. 
by its accomplishment both here and. abroad. 


The Technique Of Cooperation 

A. Cooperative principles and methods. 

B. Bylaws and their purpose. 

€. Members, directors, officers and. employees. 
1. Rights and duties of members. 
2, Qualifications, rights and duties of directors. 
3. Duties of officers. 
4, The manager and his staff. 

D. Enlisting membership participation. 

. The annual meeting. 

. Committee structure. 


Fducational and recreational group meetings. 
Other contact with members. | 


The Place Of An Electric Cooperative In The Rural Communi ty 
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CONFERENCE OF PROJECT SUPERINTENDENTS 


COOPERATIVE ORGANIZATION 


EXTENSION OF REMARKS 


Except for a small number of public power projects, all 
of the electric distribution projects organized by rural consumers 
with the help of REA have been set up to be operated. on the 


cooperative plan. 


To make a cooperative enterprise succeed, it is 


essential that not only the members and directors but also the 
manager and his staff should be acquainted with cooperative principles 
and practices and should make a sincere effort to apply them at all 


times. 


/ 
& 
SS 


This requires an understanding of the distinctive features 
of cooperative enterprise as compared with private and public enter- 


prise in the electric utility field.. 


A. Private Utility Company 


1. Ownership in the hands of dhs 
investors, not of the 
users. 


2. Chief Object: to secure es 
profits on investment - the 
public interest is of sec- 

| €@ ondary importance. 
3, Net earnings distributed on 3. 
basis of stock ownership - 

who owns most, gets most. 


4, Control on basis of stock 4, 
ownership - who owns most, 
has most voting power. 


B. Public Ownership 


C. Cooperative Ownership 


Ownership entirely in 
the hands of the 
users themselves. 


Ownership in the hs 
hands of the citizens 

as a political unit, 
(municipality, county, 
state), regardless of 
whether or not they are 
users of the service. 


Sole Object: service 
to the user-members 
at lowest possible 
cost. 


Chief Object: service 2. 
to the public at 
lower costs. 


Net earnings, if any, 
belong to the organ- 
ized. consumers - who 
uses most, gets 
greatest benefit. 


Net earnings are used 43.» 
for public benefit, 


Control is democratic, 
exercised equally by 
all user-members < 
each metiber has only 
one votes 


Control is democratic 4. 
as it is held by the 
voters making up the 
body politic. 
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Unlimited proxy voting fur- 5. 
ther facilitates concentra- 
tion of voting power ina 

few hands. 


Board of directors repre- &, 
sents largest stockholders, 
cannot be changed by popular 
vote. 


Officers draw high 7% 
salaries. 
Service confined to more S. 


densély poptilated areas, 
with very few exceptions. 


No proxy voting. vr 


Governing body elected 6. 
by popular vote and sub- 
ject to periodic change. 


Salaries of officers 7 
not excessive. 
Service intended to 8. 
reach all people in 
area. 


Proxy voting not al- 
lowed, or Limited, to 
guard. against concen- 
tration of voting 
power. 


Governing body elected. 
amnually by popular, 
democratic vote of 
user-members. 


Directors and officers 
serve without salary. 


Service intended to 


-reach all residents 


in area that wish to 
join as members, 


It is obvious that, at least potentially, public or coopera- 
tive ownership of utilities offers greater benefits to the consumer than 


private ownership. 


by a slow process as it involves political action. 
ship can be achieved mich more simply and easily as it can be under- 
taken by any group of people willing to organize an economic enterprise 


cooperatively. 
of rural electrification. 


The Extent Of Cooperative Enterprise 


However, public ownership is usually achieved only 
Cooperative owner- 


It is, therefore, best suited to a rapid development 


Cooperative enterprise has become an integral part of the © 


economic life of today. 


®ince its beginning less than 100 years ago, 


the cooperative movement has grown until today it includes 100 


million families in 40 countries. 


In Great Britain, Switzerland and. 


the Scandinavian countries the cooperative wholesale societies are 


the largest dealers in consumer goods. 


According to a recent survey 


of the Farm Credit Administration, rural America has 15,000 coopera- 
tives of all kinds, with a membership of more than 3,000,000 persons. 
In 1936, about 4,000 of these farmers’ cooperatives returned. 
$25,000,000 to their members in patronage refunds alone, besides 

Tt can be seen from these facts that 
cooperation can be made effective. 


increasing their reserves. 


While rural electric cooperatives are relatively new in 


America, they are an old story in some European countries. 


In Sweden, 


50% of all rural electric distribution is done through cooperatives. 
Finland has about 400 rural electric cooperatives. 
agricultural country, about 25% of all electric power consumed in the 
State is distributed cooperatively. 
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The Technique Of Cooperation 


Sound. management is, of course, basic to the success of 
any business, whether cooperative or not. But in addition, coopera-~- 
tive enterprise owes its universal success to the observance of 
certain principles which are inherent in the cooperative idea. 


The cooperative principles, briefly stated, are: 


1. Open membership --whoever can use the coopera- 
tive's service is welcome as a member. 


2. Democratic Control - one member, one vote. 


3. Invested capital gets no profits but only 
interest. 


4, All gains belong to the members in proportion 
to their patronage. 


5. Political, religious and. racial neutrality. 
6. Cash trading. 


7. Education in cooperation. 


Every one of these principles can be applied by REA coopera- 
“tives with good results. 


Cooperative methods generally observed, in addition to 
the seven cooperative principles, are: 


(a) 


(bd) 


(c) 


(4) 


(e) 


(f) 


Goods and. services are priced at a little more than 
estimated cost, to provide a margin of safety. 


Part of net earnings is set aside in a reserve fund, 
until the reserve is large enough to meet any emer- 
gency. 


Efficient bookkeeping, with periodic auéits and 
regular, detailed reports to the membership. 


The manager and anyone else handling funds must be 
bonded. 


Neighboring cooperatives consolidate, whenever greater 
efficiency or lower operating costs can be expected. 
as a result. 


Fair labor conditions for employees. 
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A cooperative organization is controlled by its members 
who are also the users of its services. The members elect a board 
of directors from among their own number. The officers (president, 
vice president, secretary and treasurer) are elected by and from 
the directors. The board hires a superintendent or manager and the 
latter usually has authority to hire any other needed personnel, 
subject to the approval of the Board. 


The bylaws of a cooperative are in effect a set of rules 
of conduct for members and directors. They state the qualifications 
and the rights and responsibilities of mombers and directors, provide 
for democratic procedure in the conduct of the affairs of the coopera- 
tive, establish the members as the controlling body and the board of 
directors as the body responsible for management. It is important 
that not only the members and directors, but also the manager, be 
thoroughly familiar with the bylaws, as they also govern his rela- 
tions to both members and directors. Every member of a cooperative 
should have an up-to-date copy of its bylaws. 


The members, as the real owners of the cooperative enter- 
prise, should show a constant, active interest. They should not 
interfere with the management but they should make sure that the 
management functions efficiently and honestly. Through their voting 
power they can control the board of directors which supervises the 
management. They should insist on being kept informed. concerning 
the status of their cooperative enterprise and they should be 
willing to assist the board and the management in the task of hold- 
ing down operating expenses, enlarging the membership and volume of 
business and constantly improving the quality of the service. 


The board of directors should always be aware that it performs 
a trust function on behalf of the entire membership. Its powers 
stem from the members and must be used for their benefit. A direc- 
tor holds a position of honor and should be prepared. to serve to 
the best of his ability, without other compensation than the know- 
ledge that he is doing something for the good of his community. 
No one should be allowed to serve as director whose motives are in 
any way questionable. 


The officers are charged with special responsibilities. 
Some of these are of a confidential or trust nature and. should not 
be delegated to paid employees. However, the more time-consuming 
part of their work or duties requiring technical knowledge can be 
performed by the manager and his staff. It is customary in coopera- 
tives for officers to serve without pay. This is in conformity to 
the idea of mutual self-help which is basic to all true cooperation. 


The superintendent or manager is a paid employee who is 
charged. with the actual operation of the enterprise. He takes his 


orders from the board as a whole and he directs the work of the 
other employees. If there is any tendency for individual directors 
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to give orders to him or his personnel, he should insist that the 
board clearly establish the proper lines of authority, as he cannot 
otherwise be expected to do his job effectively. He is the keystone 
in the cooperative structure. His knowledge, resourcefulness, 
loyalty, honesty, interest in the job to be done, ability to get 
along with people and to enlist their good will, and ability to 
organize his work and the work of his staff effectively will have 
more to do with the success of a cooperative enterprise than any 
other single factor. He should thoroughly understand the coopera- 
tive way of doing business as it is part of his job to educate the 
membership in it. 


The annual meeting of a cooperative is the biggest event 
on its calendar. It deserves to be prepared carefully and well. 
The members should. be impressed. with the importance of attending it. 
Arranging for some entertainment and, possibly, refreshments is a 
legitimate way of insuring a large attendance. Giving away a few 
electrical appliances as door prizes helps load building as well as 
building up attendance at meetings. Further details on planning 
the annual meeting are contained in RE Co-op Letter No. 3 of which 
additional copies are available. 


The order of business should be so arranged that the meet- 
ing does not drag. Some interesting activity should fill in the 
time while ballots are being counted. A lengthy roll call can be 
avoided by checking members as they enter the hall. If they are 
given their ballots at the same time, there is less danger of 
irregularities in voting. 


The officers and the manager should be prepared to give 
detailed reports on the progress of the cooperative during the past 
year and to answer questions of the members. 


All voting should be done in such a way that no charge of 
undemocratic procedure can be raised. Provisions of the bylaws will, 
of course, have to be observed to make the voting legitimate. 


Committees are an important part of any well-functioning 
cooperative. In an REA cooperative, there should be committees on 


membership, load building and utilization, safety education, coopera- 
tive education, recreation, publicity and public relations. The 


chairman of each committee should be a director or at least a member 
of the cooperative. The other members of committees might include 
educators, agricultural experts, farm organization leaders, church 
leaders, leaders of women's clubs and other persons willing to work 
for the success of the project, whether they are members or not. 

These committees should hold frequent group meetings and the chair- 
men should report their progress and results to the board periodically. 
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Contact with the membership is important. Where an REA 


project is so large that the management can have little personal 
contact with the members, an occasional news letter sent to all 
members will be found useful. Special meetings devoted exclusively 
to utilization, education and recreation can sometimes be arranged 
in between the annual business meetings. Such special meetings can 
be held in various sections of the project, if necessary, so as to 
develop more local interest. 


The Place Of An REA Cooperative In The Rural Community 


, 

The coming of electricity to a rural community will have a 
far-reaching effect on the social and economic aspects of rural life. 
It will bring new comforts and conveniences to the farm home, enable 
the farmer to cut production costs and to raise the quality of farm 
products so they will bring better prices, improve facilities for 
carrying on church and community activities, and make it possible for 
boys and girls in rural schools to get a practical education that will 
fit them for the life of today and tomorrow. 


But to bring all this about, it is necessary to make the 
people aware of their opportunities. They mst first learn how they 
can use this new servant, electricity, to do all these things for 
them. This is an educational job in which the members, directors and. 
managers of REA cooperatives should take the lead. By cooperating with 
community leaders in teaching the uses and benefits of electricity, 
they will not only establish the REA cooperative as a constructive 
element in the community but they will also be working for the ultimate 
success of their REA project. 
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CONFERENCE OF PROJECT SUPERINTENDENTS 


ORGANIZED GROUPS TO AID YOUR PROJECT 


I. Why REA Cooperatives were set up as the best 
vehicles to carry electricity to farmers. 


TT. Why REA Cooperatives were puilt from the top 
down. 


III. The first phase of this nation-wide REA pro- 
gram is found in the development and accom- 
plishments of the organization up to this 
time. 


Iv. The second phase is at hand and is of neces- 
sity an overlapping program of education. It 
should. be designed to help officers, boards of 
directors, project superintendents, all office 
employees, and the cooperative members to 
understand. their rights, duties, privileges, 
and. responsibilities toward their Cooperative 
and. the Federal Government and act as a 
cooperative unit. 


V. First steps in educational program: Make 
survey of educational needs of project and of 
resources in project area, of leaders, 
organizations, schools, equipment, etc. 


VI. Outline educational program that will encom- 
pass those needs. 


VII. Methods of carrying forward such a program. 
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CONFERENCE OF PROJECT SUPERINTENDENTS 
ORGANIZED GROUPS TO AID YOUR PROJECT 
Building Community Support For 
Your REA Cooperative 


Ja Why build Community Support? 


A. What can your cooperative gain by it 


1. 


26 


Widespread and active community support creates a friendly 
atmosphere making it easier to get rights-of-way, to sign 
up potential consumers and to carry on an effective 
utilization program. 


It makos it more difficult for unfriendly private utilities 
or public officials to undermine and harm the project. 


It focuses the attontion of the community on the affairs of 
the project, thus encouraging conscientious service on the 
part of the Board and the employees. 


It opens the use of many community facilities to the project 
(meeting halls, local press, schools, churches, clubs, etc., 
for spreading information). 


B. What can the community gain by it? 


l. 


A successful REA cooperative helps the farmer to cut opera- 
ting costs. 


It helps him to get a higher cash income. 


It builds up community ownership of the electric system 
instead of paying toll to absentee stockholders. 


Result of 1, 2, and 3 is to bring and keep more money in the 
community, thus making possible higher local living standards 
and helping local business. 


Availability of electricity stimulates rural industries and 
offers increased local employment. 


It results in improved rural sanitation and better health. 
It permits a more extensive use of the recreational and 
cultural facilities of the community (electric lights in meet- 


ing halls, churches, schools, etc.). 


It offers better use of educational facilities by making 
electric power available to rural schools. 
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It lessens the drudgery of farm life and gives farm 
families more leisure for cultural pursuits and for par- 
ticipating in community activities. 


The success of an REA cooperative rests on the practical 
application of the spirit of mutual self-help. Once this 
spirit is developed and applied to rural electrification, 
it will make itself felt beneficially in dealing with 
other community problems. 


Practical training in cooperative functioning in an 
economic enterprise is practical training in Democracy. 
The best way to save Democracy is to use it. Cooperators 
do just that. Good cooperators are good citizens because 
they have learned to apply the principles of Democracy in 
their daily lives. 


a How to build Community Support. 


A. Make a survey of all local groups and agencies interested in com- 
munity development. Find out what their functions are and how 
they operate. 

They usually include: 


1. Agricultural extension service. 

2. Grammar and high schools. 

3. Public libraries. 

4, Vocational and adult education service. 

5. Churches. 

6. Farm organizations. 

7» Men's and women's clubs. 

8. 4-H clubs, Future Farmers of America and other youth 

organizations. 
9. Daily and weekly newspapers. 
10. Radio. 
B. Get them acquainted with the REA program and with the problems 


and object of your local REA co-op. Show each one how it can 
participate in helping to establish rural electrification firmly 
and successfully as an important asset to the community. Estab- 
lish regular contacts with each group or agency. The methods for 
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developing and retaining community support include: 


l. 


26 


10. 


Providing written or printed information regarding REA and 
your local project. 


Providing speakers at meetings of these groups and agencies, 
who can explain the program and its significance to the 
community. 


Drawing community and group leaders into special committees 
of your co-op, on cooperative education, safety, utilization, 
publicity, etc. 


Helping the schools to organize debates, essay contests, 
etc., on rural electrification. 


Supplying the local press with interesting material for a 
regular column or corner. 


Arranging for local radio broadcasts which should be both 
informative and entertaining. 


Organizing neighborhood study clubs on cooperation and on 
the use of electricity in the home and on the farm. 


Arranging demonstrations of electric appliances and equip- 
ment, not only in connection with large meetings, but also 
in small neighborhood groups. 


Encouraging your organization and its members to participate 
actively in all efforts to improve the economic and cultural 
life of the community. 


Avoiding any participation of the cooperative as such in 
any partisan political activities. 
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CONFERENCE OF PROJECT SUPERINTENDENTS 


LIVE LINE WORK 


Definition 

Live-Line Work is the practice of replacing or repairing 
defective line equipment, making improvements and, changes in 
line construction, and installing or reconditioning any dis- 
tribution apparatus by means of insulated tools or similar 
devices while the equipment or apparatus directly concerned. in 
the maintenance work is energized. 

For the purposes of classification and clear understanding 
of what is meant in REA by Live-Line Work, such work refers to 
that done on voltages not to exceed 13,200 between phases, and 
the following division is made: 

1. Live Circuit Operations. 

2, Live-Line Maintenance. 

1. Under Live Circuit Operations, it is understood that the 
following may be performed: 

Insulators tested. 
Nuts and screws adjusted. 
Jumpers attached, detached. and replaced 
Transformers replaced 
Fuses replaced. 
Trees trimmed 
Opening or closing of any disconnecting 


or sectionalizing device including "hot 
tine clamps". 
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2, Under Live-Line Maintenance, it is understood that the fol- 
lowing may be performed: 
Pin-type insulators replaced 
Dead-end insulators replaced 


Lines tapped; connecting newly constructed 
branches 


Crossarms replaced 

Poles replaced 

Location of poles shifted 

Wires transferred 

Cutouts replaced 
Permission 

The great danger of working on lines or equipment while 

energized is that later on, those in charge of the men working 
under these special rules may become lax and in cases of ap- 
parent necessity linemen who have not been specially selected, 
instructed and trained may be permitted to do this work. In 
order to prevent this it should be thoroughly understood that 
no crew of linemen or any individual lineman shall be permitted 
to do this work without first having secured definite recorded 
permission from the Director of the Operations Supervision 
Division, Permission must be obtained separately for the two 


classes of live- line work as defined under I (1) and (2). 


,When_ Live-Line Work May be Done 


Line outages are usually due to one of six causes: trees, 


overloads, defective lines or equipment, wind, lightning, or 
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sleet storms. Most outages due to trees, overloads and defec-~ 
tive lines or equipment may be prevented by elimination of these 
causes before failure, if the line is patrolled and inspected 
regularly, When defects are thus known in advance, it will be 
possible in most cases to interrupt service on that part of the 
line and avoid live-line work. 

Lines should always be de-energized if this can be done with- 
out interruption of important service which may incur a serious 
financial loss or involve a serious change in operating the system, 
or when the interruption to service might endanger human life. 

(a) Special Rules 

The following special rules govern work on voltages not 

exceeding 13,200 between phases, or 7,620 volts to ground. 

No live-line work is to be done on voltages higher than 

13,000 between phases. 

(1) Live-line work shall be done only during favorable 
weather conditions. Rain, snow, sleet, dampness, 
etc., produce conditions under which this work 
should not be permitted, 

(2) Live-line work shall be done only by crews especi- 
ally trained in this class of work. 

(3) These rules must, of necessity, be general and cover 
minimum requirements as to safety. It shall be the 
duty of the person having jurisdiction of live-line 


work to interpret their meaning and application. He 
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shall also designate which lines may be worked on 
while in service, the size and personnel of crews, 
extent of work, types of tools for various operations, 
and shall issue such other instructions or rules 

as may be required to meet local conditions. The 
requirements of such supplementary rules and regu- 
lations, however, shall not be contrary to or lower 
than the minimum requirements of these rules. 

(4) The principal factor in safe live-line work is 
adequate clearance between the employees ana all wires 
on the pole or apparatus including the wires worked 
on. When circuits other than those worked on are 
installed on poles, such wires shall be untied and 
separated with proper clearances from the poles be- 
fore any work is done on the high voltage lines. 

(5) Only tools having proper voltage rating and of 
sufficient length to secure proper clearance for 
safety shall be used. There is a possibility of put- 
ting too much dependence on the voltage rating of the 
tools and not enough on clearance between the em- 
ployees and any possible contact with live wires. No 


part of the body should be closer to live wires or 
apparatus than the tools require unless there are 
other circuits on the pole in which case such other 


circuits must be cared for as set forth above. 
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(6) Rubber Gloves. The linemen should wear rubber 


gloves of 20,000 volt test on their hands while using 
live-line tools. Although live-line tools, when in 
good condition, are dependable for their rated tToltage 
insulation, the use of rubber gloves is an added 


safety precaution which should be taken. 


(b) Qualifications of Crew 
1. A minimum crew for Live Circuit Operations, I (1), 


shall consist of two experienced linemen. 
Exception: Emergency work is excepted. 
2, A minimum Live-Line Maintenance crew, I (2), shall 
consist of at least three experienced men, viz., 
two linemen and a foreman. 
(c) Training 
Before a crew is permitted to work on live lines or ap- 
paratus, it must be trained on dead equipment. This prelimin- 
ary training in the use of live-line tools, must be very 
thorough and include every detail of live-line work which the 
crew will be required to perform. The manager or superinten- 
dent must satisfy himself that this training is adequate before 
he permits crews to work on live lines. 
Manufacturers are willing to give specific instructions on 
the use of their tools and will assist in their demonstration. 
Every member of a crew doing lLive-Line Work shall have had 
adequate instruction and training in prone pressure resuscita- 


tion and in First Aid. 
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(d) Use, Inspection and Care of Tools 
Foremen must at all times be sure that the sticks, straps, 


ropes and other equipment are in first class condition, When 
blocks are under strain the ropes must be securely snubbed, All 
tools and equipment must be carefully inspected periodically 
for defects. 

All tools when not in use must be kept in canvas bags or ~~ 
weather-proof boxes provided for that purpose. Care should be 
exercised to see that tools when in these bags or boxes are 
stored in a dry and if possible, warm place, Wooden sticks 
should be inspected regularly, dried out and thoroughly finished ee 
with a high quality insulating varnish at intervals, depending 
on the extent of use and exposure. 

Live-line tools should never be laid on the ground, but~ 
should be stood on end or placed in their containers as soon as 
they are lowered from the pole, 

(e) Tests 

The users of live-line tools..shall assure themselves be- a 
fore each operation that the tools are strong both mechanically 
and electrically and otherwise suitable for the purpose intended, - 

IV, Tools for Live-Line Work 
1. The special tools needed for Live Circuit Operations, I GAY 
in general should consist of: 
1 Hot Line Cutter 


2 Universal sticks with appropriate 
heads and attachments 
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Division of Operations Supervision before purchase and use. 
V. Rubber Goods 
Rubber gloves, hose, hoods, blankets, or similar protective 


equipment shall not be used on voltages in excess of 5,000 between 


phases. 


1 Fuse Tongs (where needed) 


1 Tree Trimmer 


The additional special tools are needed for Live-Line 


Maintenance, I (2), in general should consist of: 


1 13" X 8! Wire Tong 

12."xXx Qr " " 

1 2" Wire Tong saddle and tightener 
2 13" it " " " " 


2 Tie Wire sticks 


All tools shall be approved by the Director of the 


VI, When Live-Line Work is Prohibited 


Ls 


rules above. 


conditions. 


When those in charge have not assured themselves that such 
work is necessary and that it can be safely performed. 


All lines where arrangements can be made for the interrup- 


Any line where the work to be performed is considered un- 


safe, even with the precautions set forth in the special 


During rain, snow, sleet storms, or other adverse weather 
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CONFERENCE OF PROJECT SUPERINTENDENTS 


TOOLS AND TRUCKS 


Two-ton Heavy-duty Truck 
with Winch and Boom 


Capital cost-- $2500.00 


Fixed Charges--Annual 


Interest and amortization -- 20-year plan, interest 
approximately 3.0%, principal approximately 42%, 
total 7.2% 


$2500.00 x 7.2 = $ 180.00 
Depreciation -- 100% in 3 years = 833.00 
Insurance(fire and theft, public liability and 

property damage ) 105.00 
Taxes-- $25 property, $50 license (5.00 
1193.00 

Maintenance 
1 complete motor repairs, tires, etc. 70.00 


Operating Expense 


(1000 miles per month, gas @ 18¢, o11 @ 25¢ quart, 
tires, $20 each) 
12,000 miles @ 12 mi. per gallon = 1000 gal. gas 


@ 18¢ 180.00 
6 qts. oil changed each 1000 mi, $1.50 x 12 = 18.00 
1 set tires 6 x $20= 120.00 
Lubrication each 1000 miles 12 x $1.00 12,00 
Miscellaneous (anti-freeze, etc.) 10,00 
Total Maintenance and Operation 41C.00 


Total fixed charges, maintenance, and operation $1603 .00 


2288 working hours per year-- average hourly cost ~70 
Average cost per mile 2134 
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Three-quarters-ton Pickup Truck 


Equipped with homemade body and pole pusher, 6-ply mud tires, 
helper springs, and four-speed forward transmission. 


Capital cost -- $900 


Fixed Charges--Annual 


7.2% x $900 $ 65.00 
Depreciation-- 100% in 3 years 300.00 
Insurance (fire, theft, liability, property 

damage ) 43,00 
Taxes-- property $9, license $20 eee 
31400 


Maintenance 70.00 


Operating expense 
(2500 miles per month, 15 miles per gallon) 


1670 gallons gas @ 18¢ 300,00 
Oil change each 1000 miles 38.00 
1 set tires 15 x4 60.00 
Lubrication each 1000 miles at $1.00 25.00 
Miscellaneous (anti-freeze, etc.) 10.00 
Total maintenance and operation 503.00 
Total Fixed Charges, Maintenance and Operation $940.00 
Average hourly cost etl 
Average cost per mile 038 


- 102 - 


te ; 
Po) 


scat Pe is ; 


FOr I, oa amt 
| i wee : et 


i, 
* 7 ‘ x 
“H Us : 
, = 
| % , ¥ “a awe 
i, Aub’ 
. i cl A > : » 
Cl ; 4 
‘ s 


me me bia 


cree, 
y tA 


ran 


* 


CONFERENCE OF PROJECT SUPERINTENDENTS 


CONDUCTOR PROBLEMS 


I, Conductor Problems 


Ot DO 


ae 
as 
6. 
To 


Up-Pull 
Sags and tension 
Causes of Conductor Faults 
a. Animals 
b. Guns 
c, Trees 
a. Wind 
e,. Kites 


Location of faults 
Voltage Regulation 
Flicker 

Systematic Maintenance 


II, Poles, Hardware, and Fixtures 


Purchasing 
Quality 
Standards 
Protection 


III, Insulators 


La 


26 


Testing 
Failures 
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CONFERENCE OF PROJECT SUPERINTENDENTS 


TRANSFORMERS AND METERS 


I, Transformers 
1. 3 ¢ benks and connections 
2, Dissimilar Sizes in banks 
3. Number of Consumers from one transformer 
4, Fusing 
5, Secondary protection 
6, Load testing 


7. Lightning Protection 


II, Meters 
1. Location 
2, Sizes and types 
3. Purchasing 


4, Reading methods 
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CONFERENCE OF PROJECT SUPERINTENDENTS 


LIGHTNING PROTECTION AND GROUNDING 


Lightning Protection 


Types of Protection 

1. Overhead ground wire. 

2. Gaps and oil circuit reclosers. 
3. Arresters-expulsion valve. 


Coordination of Insulation Levels 


1. Line and apparatus. 
2, Transformer insulation. 


Ground Maintenance 
Failure Records. 


Grounding 


Definition of Ground Resistance, Two electrodes in ground, 
will have a current flowing between them upon impression 
of a difference of potential. 


Where Resistance is Located 


1. Contact resistance negligible. 

2, Ground lead resistance negligible with conductors 
used for REA lines. 

3, Soil causes greatest resistance. 90 percent of 
resistance is within 10 feet of the electrode. 


Part Played by Grounds on REA Projects 
1. Interconnection of arrester lead, tank and secondary. 
2, Return of power through ground, 
3. Safety of Operations. 


Types of Grounds on REA Projects 


1, Driven. 
2, “Pancake”. 
Se. Burp. 
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Variation of Resistance of Ground Device 

1. With depth. 

2, With number of grounds in parallel. 

4. With external dimensions. 

4, With distance apart of devices in parallel. 
Variation of Resistance with Seasons 


1. Temperature effects. 
2. Moisture effects. 


Increasing Ground Conductivity with Chemicals 
Ground Resistance Measurements 


1. Routine tests. 
2. Tests after failure. 
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CONFERENCE OF PROJECT SUPERINTENDENTS 


VOLTAGE REGULATION 


A. High Voltage 
B. Low Voltage 
C, Redesign for new loads 
SECTIONALIZING 
A. Types of Sectionalizing Equipment 
1. Automatic 
a, Oil circuit breakers and reclosers, 
bd. Fused cut-outs. 
c, Relaying systems. 
2. Non-automatic 


a. Disconnects. 
b. Gang switches, 


B, Basic Principles of Automatic Sectionalizing 
1. Calculation of short circuit currents. 
2, Number of devices in series. 
3, Coordination of all devices. 
a. House entrance fuse. 
bd. Transformer cut-out. 
c. Single, two, and three shot cut-outs, oil circuit 
reclosers. 
ad. Plant oil circuit breakers. 
e, Cooperation with utility serving power. 
C, Location of Devices 
1. On good roads. 
2, Near telephone. 


3. Branch lines. 
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4, Important consumers. 
5. Bad tree conditions. 
D, Operation of System 
1, Standardization of fuse links. 
2. Maps of system 


Aas in trucks, 
by At office. 


3. Cooperation of members 
E. Protection of Substation 
F, Sectionalizing Advancement Needed 


1. New devices. 
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CONFERENCE OF PROJECT SUPERINTENDENTS 


NEW RURAL ELECTRIFICATION OPERATIONS 


What was done in the past was well done in spite of low cost and 
high speed, Lines stand up. Troubles on the whole are not un- 
usual. 


We must keep going on and improving, using the projects and 
superintendents as our great laboratory of experience, Super- 
intendents should not be afraid to answer questions. The 
answers will not be held against them. 

New rural electrification engineering is now slowly but surely 
being created by REA based on its own diversified experience. 
There is no such engineering as yet. 


Transmission experience and transmission science being applied 
py REA to rural problems. It is only a matter of decimals. 


No spare transformers. Study of mobile transformers and mobile 
units. Use of three phase transformers. 


Unreliability of power supply from utilities. Voltage regu- 
lation problems. High instead of low voltages. 


The need for secondary protection, not necessarily CSP. New 
small circuit breakers. New underground secondary cable. 


New small transformers, Elimination of lightning arresters, 


Elimination of primary fuses. Need superintendents’ experience 
to determine the cost of maintenance. 


Elimination of three-shot fuses. New circuit breakers now being 
developed. 


Cyclometer meter. Replacing old parts by cyclometer register. 


New meters -- reasonable. 
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13. 
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15. 


16, 


17. 
18. 
19. 
20. 
el. 
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Ground testing meter, Its history. 


Live line work will probably be necessary where important 
loads are connected. 


A knowledge of the load characteristics of rural consump- 
tion is needed for rate negotiation, for determining small 
and main transformer sizes, for promotional purposes, etc. 
Degree of continuity of service required for each operation 
on the farm now being studied in cooperation with Utilization 
Division, . 

Carrier signals for sectionalizing switches. 

Short wave radio. 

Possibility of smaller conductor for neutral. 

Meter testing equipment, 

Power house operation economy and reliability. 

Industrial loads cropping up along projects, How we study 


each case. Should not be discouraged, because socially in- 
portant, 
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CONFERENCE OF PROJECT SUPERINTENDENTS 


SAFETY IN TECHNICAL OPERATIONS 


This subject may well include all gafe practices in 
connection with operations in an REA project. The safe op- 
eration of motor vehicles and tree trimming and other similar 
operations, while not purely technical, are just as important 
in the safe and efficient operation of a project as the more 
technical phases. 


The National Electrical Safety Code is basic for the 
electrical industry as it is for REA and will be used as a 
reference wherever possible in issuing Safety Bulletins. Cer- 
tain sections or paragraphs may need to be emphasized by inter- 
pretation for application to your problems. It may be that cer- 
tain sections will better serve your purposes and. ours, if pre- 
pared for pocket use or for putting on Bulletin Boards, and. as 
field conditions arise wherein clarification or amplification 
seems desirable, Safety Bulletins will be issued covering the 
necessary points. In this connection we welcome suggestions 
from the field as to ways and means of keeping the National Elec- 
trical Safety Code constantly before all Operations personnel. 


Part four of the fifth edition kmown as Hand. Book H-34 
has just been revised and we are furnishing each superintendent 
attending this conference a copy. Revision of the Hand Book en- 
titled, "Discussion of the National Electrical Safety Code", has 
not yet been completed and when completed we will see that you 
are furnished copies. 


As an example of reference to the Code, we also fur- 
nish you at this time with a copy of Safety Bulletin #35 and. hope 
that you will feel free to discuss this Bulletin, as well as 
other Code topics during this period. 
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CONFERENCE OF PROJECT SUPERINTENDENTS 


ACCIDENT PREVENTION AND SAFETY 


1.. The Cooperation of the Red Cross. 


This part of the program was devoted mainly to First Aid Demonstration and 
practice. National Headquarters of the Red Cross cooperated with the REA to 
indicate what you may expect in our First Aid Training classes to be conducted 
by the Chapter in your community. 


L. M. Thompson, M.D., and Mr. Ramone Eaton, Assistants to the Director of 
First Aid and Life Saving of the Red Cross, conducted the demonstration and 
discussed and demonstrated First Aid Work as it applies specifically to your 
needs, Fractures and what to do about them were also discussed and demonstrated. 


2. Our Accident Reports. 


Reviewing our accident reports, we find the following: Cases of infection 
from neglected minor injuries, and burns of various degrees from electric shock. 
Actual reports state that "eee eWhile other men were present, no one applied 
prone pressure treatment. The chances are two to one that he could have been 
revived.” Or, "Another lineman was present, however, who got him down and 
revived him.” 


3. Our Accident Prevention Program. 


Our accident prevention program is shaping itself rapidly in REA activities. 
The new reporting procedure requested is set forth in REA Safety Bulletin No. 1. 
The wire reports of all lost-time accidents, followed by detailed supplemental 
reports, contain helpful information which will guide us in our safety work. 


First Aid Training on your Project will contribute to the prevention of 
accidents by making everyone safety-conscious. It will also teach you what to 
do when an accident happens. You should cooperate in every way with your local 
Red Cross Chapter, If there is no Chapter in your community, you should assist 
in forming one, 


It is also suggested that you send in your application for membership in 
the National Safety Council. For $12.50 per year you will get a service that 
igs costing others $25.00. 


4, Safety and Accident Prevention. 


REA Projects will soon have their own insurance code, which will separate 
their losses from the losses of other electric utility companies generally. 
Rates will be based on REA Project loss-experience alone, and accident pre- 
vention will result directly in low insurance costs. 
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4, Safety and Accident Prevention. Cont'd 


Prevent accidents by removing causes as suggested in past and future 
Safety Bulletins issued by REA, National Safety Council and insurance companies. 
Principal causes are hot-line work (in violation of Operations Memorandum No. 5, 


Division of Operations Supervision), inexperienced or incapable e¢ loyees and 
improper tools and methods. 


Make prompt report by wire of all lost-time accidents and follow with a 
detailed report. 


Insist upon the enforcement of the safety program requiring First Aid 
Training, membership in the National Safety Council, and observance of regu- 
lations issued by REA and others, designed for safety. Education of members 
in all phases of safety will best be accomplished by cooperation with your 
local Red Cross Chapter. 
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CONFERENCE OF PROJECT SUPERINTENDENTS 


LARGE POWER USERS 


I. As Defined By Present REA Regulations: Large Power Users are those 
consumers whose operations require more than 25 KVA transformer 
capacity and served only at the discretion of the Board of 
Directors of the project. 


II. Capacity Of Project For Service To Large Power Users. 
1. Desirable amount for this service. 


A. Control by Project Board 
B. Advice by REA. 


III. Users' Service Relations To Project. 
A. Of greatest advantage. 
B. Secondary. 
C. Disadvantage. 


IV. Survey Of Potential Users. 
1. Field Survey Records. 


A. Existing Operations. 
B. Potential operations 
2. Survey Personnel. 
A. Project's Personnel and members. 
B. A&M Colleges. 
C, Government Agents. 
D. Equipment agents. 
3. Distribution of Data. 
A. Publications. 
B. Agencies. 
C. Manufacturers. 
D. Central office of REA. 


V. Handling Of Users' Application. 
1. Compile complete data on each user. 


2. Refer to Washington office for recommendations. 


VI. Types Of Users. 
1. Agricultural. 


A. Crop development. 

B. Processing. 
2. Industrial. 
. Forest products. 
. Mineral resources. 
Common carriers. 
. Government agencies. 
- Resorts, etc. 
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Large Power Users On REA Projects 
LARGE POWER USERS, as defined by the REA Regulations:------- 


Are those users requiring more than 25 KVA 
Transformer capacity, or installing larger 
motor units than those specified in the proJ- 
ect's regular rate schedules? 


In discussing the Large Power User, it is necessary 
to refer to the service requirements and its relation to the 
project and the community, as you wili note in the following 
references, 


The supplying of power by an REA Project is not 
confined to the ordinary use and demands of Farm-and-Home 
and Small-Power service of the cooperative members. 


Power for larger services may be supplied for other 
special uses in the area, provided the prospective USER is 
not receiving central station service. 


As a general principle, the prospective USER must 
be a member of the cooperative project. The uses and relations 
of the prospective USER should be such as not to conflict with 
the desirable developments of the project or community. 


No positive rule or yard-stick can be established 
to fit every REA project. Power factors and uses on one proj- 
ect may not be desirable for others. 


The following discussion is offered as a general 


guide to assist in the development of Large Power USERS for 
the best interest and relations of the separate projects. 
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II. Capacity Of The Project: For Large Power Use. 


l. 


2. 


36 


The supplying of service to a Large Power User is not 
mandatory. 


The capacity of a project, under its present set-up, may 
be limited by its design, its purchased power contract, 
or the source of power. 


The supplying of this service is left with the discretion 
of the Board of Directors or Trustees of the Project who 

cooperate with the REA office at Washington, as provided 

for in the regulations, 


Each project should establish the approximate limits of the 
service and power it can conveniently supply for Large 
Power USES without affecting the service to its present 
users or its anticipated primary use. When the cepacity 

is definitely limited, the future operation and relations 
of the project can be adversely affected unless carefully 
controlled and distributed. The amount of power for the 
use will primarily depend upon the project's anticipated 
on-and-off peak loads for its other uses, and the full 
capacity of the project. 


The project should also mow its ability to increase its 
capacity. Extending service beyond the present capacity 
can only be done when this is known to be feasible and 
practical. 


In establishing the approximate capacity of the project 
for Large Power Use, the REA will cooperate in advising 

on the limitations of the present design, contracts, source 
of power and the original anticipated uses. 
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III. User's Service Relations To The Project. 


1. 


The proper use of Large Power Service offers an excel- 
lent means of fulfilling many of the objectives of the 
REA program. By its selected use and control, it can 
be made to (1) improve the economic operation of the 
project and, (2) assist in developing the resources 
within the area of the community served by the project. 


The USER'S relation to the project will depend upon the 
factors and services that may be required. This can 
only be determined by a careful study of each potential 
USER'S estimated power load and demands, the cost to the 
project in supplying the service, the uses as they may 
affect the community and other users on the project, and 
its effect on the project's present and future develop- 
ments. 


In general, a USER'S requirements and use to the project 
and community are primarily considered in relation to 
the on-and-off peak loads of the project; its effect in 
reducing the operating costs; its development of the 
community. The combined relations of the demand and 
use may be classified as: 


(1) Those offering the greatest advantage such as: 
high load factors during off-peak load of project; 
and processing of agricultural products. 


(2) Those offering no advantage or undersirable factors 
and relations such as: low consumption of power 
with demand only during peak load of project; on- 
and-off operation creating bad surges, such as 
casual saw-mills and mines. 


A control over the above can only be accomplished by 
cooperation between the project and the Washington office. 
For this reason, the applications are submitted from the 
project to the Division of Operations Supervision at 
Washington. 
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IV. Survey Of Potential Users. 


l. 


Each project will find it of greatest assistance in devel- 
oping Large Power Use by making a survey of the potential 
USERS and uses that may be served in the community. The 
survey should be directed with special reference to those 
which will provide the most satisfactory relations. 


This can best be accomplished through the coordinated 
efforts of the project's members and personnel. The local 
Government agents, the colleges and the equipment agencies 
in the area whose departments of special training and 
experience qualify them as able to properly advise and 
who will cooperate, can be of great assistance in making 
the survey. 


After a complete survey has been made, further assistance 
may be received by distributing the data to all the mem- 
bers, personnel, and agencies assisting in serving the 
project, by publishing in the local newspapers and in the 
journals interested in special uses, and by recording the 
accumulated data with the REA. 


A well-organized Committee on Large Power Service may 
offer the best means on many of the projects to direct 
the survey of these uses. 


A partial list of probable USERS is later referred to 


as a guide to any survey. Many of these users are now 
being served by the REA. 


« 31% « 
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Handling Of Users' Applications. 


1. 


When an application or request of service is received from 

a Large Power USER, as stated above, the project submits 

the application to the REA at Washington through the Division 
of Operations Supervision. 


This is accomplished by forwarding to Washington a complete 
description on the prospective USER'S purpose of use--loca- 
tion in relation to the lines of the project--details of 
the estimated load and maximum demands--expense to the proj- 
ect in making the connection--possible advantages or disad- 
vantages to the project--and ail other pertinent data that 
would be of interest and assistance to the Washington office 
in its review. An Operations Memorandum is being prepared 
as a guide which outlines more in detail the general infor- 
mation listed above that should accompany each application 
of a Large Power USER. 


A copy of the proposed Memorandum is attached for your 
review. Only such information is requested as you can 
secure or estimate, or is pertinent to the prospective 
service. 


When these suggested data accompanies the original request, 


it greatly reduces the correspondence and expedites the 
cooperation and recommendations of the Washington Office. 
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VI. 


Types Of Users. 


l. 


By and large, the principal uses for Large Power Service 
will be for the development and processing of the Agricul- 
tural resources of the area. These comm@hly? are: 


Canning and Packing Irrigation 

Cream and Cheese Factory Grain Elevator 
Feed Mixing and Grinding Gins and Oil Mills 
Refrigeration and Storage Dehydrating 


A centralized group of combined uses. 


However, many uses, allied with the development of the area 
and the project such as processing the forest and mineral 
resources, common carriers, Government agencies, resorts, 
etc., may request service from the project and be desirable 
USERS. These, commonly are: 


Lumber Mill Handle or Box Factory 
Furniture Plant Wood Preserving 

Lime and Dry Ice Stone Quarry 

Gravel and Sand Plant Cut Stone and Marble 
Fertilizer Plant Mining, etc. 

Aviation Fields Camps 

Experiment Station Hospitals 

Highway Shops Prisons 

Government Institutions Resorts 

Signal Systems Loading Stations 


A careful study of the demands and relations of 

these potential USERS should be made to determine their 
advantage or disadvantage to the project and the community. 
The variety of potential uses covers the entire field of 
developments that the area may offer, many of which it may 
be impossible to serve. Hach project should determine and 
establish these relations. 


An REA project is performing its greatest service to the 


community only when its Large Power use is developing the 
most desirable resources of the area. 
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SUMMARY 


The sale of power is not the sole objective in supplying service 
to the Large Power USERS. It is only desirable provided it will 
benefit the economic condition of the project and its relations 

to the community. 


©, An increase in Large Power use is highly desirable at this time 


on many of the projects, in order to: 
(a) Increase the gross revenue. 
(>) Better the present load factors. 
(c) Reduce to cost per KWH. 
(a4) Develop the resources of the community. 
(e) Increase the incomes in the area of the project. 


To increase the Large Power Service s0 as to accomplish the above, 
each project should: 


FIRST: Establish the present capacity of the project for Large 
Power Service and the ability of the project to extend 
in the future. 


SECOND: Adopt some general policy, favorable to the recognized 
principles of the REA program, as +o what uses will be 
of primary advantage to the project and community, and 
encourage their development. 


THIRD: Make a comprehensive survey for these potential uses 
that may be developed. Distribute this data where it 
will be of greatest advantage to assist in developing 
these operations. 


FOURTH: Continuously advise the community on these potential 
users. Keep the general public informed as to what 
constitutes a Large Power USER and of the possibilities 
and limitations of service they may expect from the 
project. 


FIFTH: Upon receipt of an application, collect all the available 
and pertinent data on the USER, as outlined in the 
attached memorandum and forward to the Division of 
Operations Supervision, REA at Washington for their 
suggestions and advice on the costs of the service and 
the rates to the USER. 


As referred to at the beginning: The Large Power USER is 


only when the service requires more than 25 KVA Transformer capacity 
etc.,----and not receiving central station service. However, the 
Small Power USER of the operations referred to above, is the potential 
future LARGE POWER USER of a project and should be so considered. 


stostotg oid to sete edt mt” 
SVOss oad datlgubose of as 08 oty10® rowel opt i sit ous 


/ 


ogial tot tootoxg oft to yttosqeo Jnorenq ont tint + seers 
bnedxs o¢ Soetotg edt Yo ystitds odd bas pa owt 


oui, off ak 


heotinnbat ett of ofdsxovs? toilog Letette, ome dqobA sqMonma 

od {itw eeau tatw of aw .cterpoxq AMM off To seigtonieq 

bose yt Leumitioo bre gvotorg odd of ogataarhe yuambig To 
Jhomqoleveh thedy stated 


aces Letinetég seedt sot yoviss ovlanpidongme a cata :QAHT 
dt ovorw stebh etdd otudtateid .bogoleveb od yar dest 


gniqoleveb ai teteae oF ogstasvbe en ae ifte 


Leterestog seedt mo yiteummco edt eatvba ylevountéiod sETAUOT 

dadw od af boarrotm: olidva Levens edt qeel sateBs 
getsilidiasog ett to bus M160 tewol opted s seduthvano 

sais moret Fooyxe war yet colvtos To anohaed tok £ bs 


eideltavs eff Lis toolloo .switeoltiqge aa Teo saeieial nog :HTU4 
ot at benkituo ex .aIaU edt no ateb doentiueg Bae 
to solatvid off o¢ brewsrot bas smbastonem bedosdss — 
tiedd ot abtgatdaeW te AMA .ooisiyseqes cegeon | 
has eotviee edt ‘to ateoe oft mo esi Vbe bre adol 


Hau oft of aotee odd 
5 
at MSU xswol peer ont venteeniinnil ot ta o¢ bewretet oA | 
yclocdes Youxotanatl! AVE @S nadt oxvom eevigpet eotvien onlt cote ~ 
eit .tevewoOH .ootvree sottete Lardmos gaivieoet tom bame---,s0de 
{ntinetog oft at ,ovods of horie'tey onoltetego edt to MIN towed 
vborrebianes 08 od bivotte bas tootorsq 8 ‘to Say 


To 


36 


Revision of 

Operations Memorandum #16 
LARGE POWER APPLICATIONS 
(Revised February 21, 1939.) 


All Project Managers and Superintendents: 


Data Required in Relation to 
Large Power Applications 


The attached revised form is issued to supersede the blank form now 
part of Operations Memorandum #16 - "Large Power Applications." 


You will note we have revised the requested data and hereafter 
kindly furnish us as much of the information specified on this re- 
vised form as you can secure or estimate. 


In reference to the location SKETCH you will prepare, this must be 
included in your data. To assist us in checking the effect of the 
load on the voltage, record on this sketch the size of conductors 
and the miles of each size leading from the substation to point on 
your project where the applicant's connection is to be made. (See 
sample sketch attached. ) 


All data on the form should be filled out by the Project Superin- 
tendent or Manager, and not by the applicant. This with special 
reference to all informtion on the second page of the data form. 


In estimating the replacement of existing power units (B-ESTIMATED 
CONNECTED LOAD OF APPLICANT) the greatest economy to both the proj- 
ect andthe applicant is only effected when the motors are of the 
proper size. Remember that an electric motor can take a greater 
overload and perform more work than the same rated H.P. of steam, 
gas or Diesel engines. Guard against both oversize and undersize 
motors. 


5. Keep the copy of the form attached to this memorandum in your files. 
Make copies of the form for the data on each new application and 
forward the data and the SKETCH with your letter of transmittal. 

6. If you have any other immediate prospective large power applicants, 
give brief description in your letter of transmittal. 

C. A. Winder, Director 
Division of Operations 
Supervision 
Attachments 


Form and Sketch 
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RURAL DATA ON 


| ELECTRIFICATION LARGE POWER APPLICATION 
| ADMINISTRATION AS LISTED BELOW 


kK. 


APPLICANT FOR LARGE POWER SERVICE, OR PROSPECTIVE USER 


1. Name = a ae 


Address 


3. a. Type of business ee ae Ae) See 
be iérdh.e Geecoran-aexiebine dDusinegats on nc eisd..ooee linge 


4, If an existing business give name of party now supplying energy 


and give type of power. ee 


ESTIMATED CONNECTED LOAD OF APPLICANT 


1.. No. of three phase motors. _—_—s«w» «Sf Total h.p.__s_- ~=«: Voltage 

2. Largest three phase motor Reha. VOLUR« hi eee; 
3. No. of single phase motors __. Total h.p._._- = Voltage 

4, Largest single phase motor__h.p.___s_—Voolts 

5, What kind of machines (or operation) does the largest motor 


drive? 


6. What is the additional load of applicant exclusive of the above 
motors (such as lights, heat, etc.) in KW? 


ESTIMATED MAXIMUM DEMANDS AND CONSUMPTION OF APPLICANT 


Max. Max. 
Demand Total Demand Total 
Month KW KWH Month KW KWH 
January 
February 
March September ; 
April October | 
May November | 
June || December 


Give description of any EQUIPMENT to be furnished and CONSTRUCTION to 
be PAID FOR by the applicant (other than Motors, Lights, etc., and 
wiring in applicant's plant). 
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How Long a Contract does the Applicant Want? yrs. 


Is above Information Supplied by Applicant ( ) or Estimated by you? ( ). 
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K. 


LOCATION OF APPLICANT'S INSTALLATION IN RELATION TO PROJECT 


1. Distande of applicant from REA substation . 


2. Distance from REA present 3-phase line 


3, ATTACH A SKETCH showing location of applicant in relation to REA 
lines. Show REA substation and lines on sketch, detailing its 
relative location to applicant. Give sufficient information 680 we 
can spot the location on the project map. (Sample Sketch Attached. ) 


MAXIMUM PEAK of whole REA Project since being energized: 
Date we . Day of Week__ + sour AM Peak KW 


Date first energized . or PM 


NEW EQUIPMENT AND CONSTRUCTION REQUIRED TO CONNECT APPLICANT 


1. Equipment and construction to be furnished and charged to REA 
Project. Give detailed description and estimate of cost. 
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HOW LONG A CONTRACT DO YOU RECOMMEND WITH APPLICANT? YSe 


DESCRIBE ANY POSSIBLE ADVANTAGES TO REA PROJECT IN ADDITION TO REVENUE 


eR Ne 
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ep 


DESCRIBE ANY POSSIBLE DISADVANTAGES TO REA PROJECT 


a Sa aa a ae 
tre ers LL 


eee pe 


ANY OTHER PERTINENT INFORMATION NOT DETAILED IN YOUR LETTER OF TRANSMITTAL: 


eee nce needa tegen ee NS LL 


cnet 


If this Demand increases Project's Peak beyond present wholesale power 
contract, explain in letter of transmittal where additional power is avail- 
able. 


BY? _ 
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SAMPLE MAP SKETCH 


To Accompany LARGE Power Application 
End of Longest oe 
Eytension beyon' s 
Applicant - 19 Miles 7x oY 
/ a 
| sen 
ee =e Oe ee Le 
#b Copper- weld cpr Wey , 


ba ie) 


}- Phase 
N a ; 1 Applicants Plant 
a il be change To: (see Detail) 
ABAD Vcireuit 
= ae Oe (or 3- phase ) 
wr ant 
Oy fava vy aes ar he changed to! 
| + [> 3- phase 
A 
4 
~~ 
SN 
rr) 
} 
wy & 
: 4—Feeder #2 
nv % 
YO 
rs ae aaa { ZS 
1 Smith - 
iy; 
ibid —Sub Station 
oe | 3-100 KXVA Trans. 
| VaR, “eRe 
le 
\tFeeder + | Dera 
| + b cpr Webr i-phase 
oa gob, aan 
{ Pole No. B- 
Name of APFlicant! 9 
mt : 
Project No: a 
Date Sago |<VA 
“Trays. 
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CONFERENCE OF PROJECT SUPERINTENDENTS 


ACCOUNTING AND AUDITING 


I, Introduction 


Operations Accounting as a means of Administrative 
Control, 


II. Setting Up Borrower's Accounts 
A, The Accounting System Prescribed 
1, Accounting Required during Construction 


(a) The Relation of Construction and Operation 
with Respect to Accounting 


(1) Operating accounts and their 
organization for Administrative 
Control. 

(la) Observation of Results of Operations 
through Financial Statements Prepared 


from Data Obtainable from the Operat- 
ing Accounts. 


III, Auditing And Its Purposes 
A. Auditing As An Assistance To Borrowers 


1. The REA Auditor and His Duties 
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CONFERENCE OF PROJECT SUPERINTENDENTS 


OPERATIONS ACCOUNTING AND AUDITING 


Extension Of Remarks 
Introduction 


Operations Accounting As A Means Of Administrative Control 


Accurate policy determination is dependent upon recorded 
facts. Such facts must be complete, reliable and immediately avail- 
able. Records properly kept not only indicate the results of past 
performances but have a decided bearing on the future. The growth 
or contraction of a business is projected on the basis of forecasts 
that can only be made from definite and accurate facts, and these 
facts, for the most part, are obtainable only through the account- 
ing records. Accounting, therefore, becomes the fundamental 
structure of any business enterprise. 


The Project Superintendent, with the counsel of the Board 
of Directors, is directly responsible for and concerned with the 
successful operation of the corporation with which he is associated. 
He is interested in watching the trends of his business, in increas- 
ing revenues at a minimum expense, in meeting all obligations of the 
corporation promptly, and many other like questions of major 
importance, A sound plan with respect to any of these matters can 
not be formulated without facts which are or should be obtainable 
from the accounting records. From these records the Superintendent 
and the Board of Directors may determine what steps to take in 
order to build line load, campaign for new members in order to 
increase revenues, plan for future contingencies, correct unbusi- 
nesslike methods, and in general direct the affairs of the enter- 
prise in the proper course. 


It is well for those who have. assumed managerial respon- 
sibilities to understand the figures and facts presented by the 
accounting records, A statistical figure standing alone may not 
mean much, if anything. Trends are easily seen by comparison. The 
average kilowatt-hour consumption may be 50 for a given month, but 
the value of that fact is not readily understood unless it is 
compared with the previous month or months. If by comparison it 
4s seen that a decrease in kilowatt-hour consumption has occurred, 
the answer should be immediately sought for, as the "danger signal” 
deserves and should have serious consideration and action on the 
part of the responsible parties. Likewise, if it is found that 
revenues are decreasing instead of increasing, the time for cor- 
rective measures has arrived. Time will not permit us to delve 
deeply into the importance of trends, but these suggestions should 
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serve as a lead to the alert Project Superintendent. Month by month 
and year by year these facts, as reflected in the accounting records , 
will guide the management in keeping operations up to a maximum 
state of efficiency and production. 


The Project Superintendent and the Board of Directors are 

_ entrusted with the responsible function of managing the affairs of 
the cooperative for the membership at large. They do not own the 
business. They are a means to an end. So seriously should they 
assume their respective responsibilities that no effort should be 
spared in becoming familiar with every phase of the business, and 
especially should they know facts when they see them. The account- 
ing facts recorded in the books are of tremendous importance and if 
intelligently employed they will prove to be invaluable in the 
development and expansion of the corporation's affairs. 


Accounting Required During Construction 


In order to simplify accounting during construction, it 
was decided to establish clearing accounts rather than expect the 
bookkeeper to classify Electric Plant items. Therefore, all expend- 
itures made from Special Construction Funds are charged into 
Account 143.2 and at the time the REA auditor makes a Contractor's 
Final Audit this account is cleared and the items contained therein 
properly distributed to. the appropriate accounts in the 300 series. 
Likewise, expenditures made from General Funds during the construc- 
tion period are charged to Account 143.3 and distribution of the 
items made by REA auditors, 


. It has been the practice to capitalize all expenditures 

9 during the construction period, and since this method of charging 
all items into clearing accounts has proved to be advisable, the 
accounting procedures during construction are simple and easy. 
There are, of course, other accounts, such as U. S. Social Security 
Tax payable by employees, Interest Accrued - Deferred - on Long 
Term Debt, Long Term Debt account, etc. If the accounts outlined 
for the construction period are followed, however, the offsetting 
entries will be automatic. 


It is generally known that every cent of money advanced 
by REA must be accounted for. Funds advanced by the Government 
must not, under any circumstances, be disbursed prior to the approval 
of REA. Approval or disapproval of all items is usually indicated 
by the copy of Financial Requirement Statement returned to the 
Borrower, It is important that this rule be strictly followed and 
that the accounting records reflect the fact that it has been 
adhered to. In no other way can there be a satisfactory reconcilia- 
tion of the cash account as well as other entries on the books. 
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Project Superintendents are, as a rule, responsible for the dis- 
bursements. They make recommendations to the Board of Directors 
for the payment of bills and accounts. In the majority of cases, 
the Board of Directors acts on the basis of the recommendation of 
the Project Superintendent without going into minute details to 
determine if the recommendation justifies favorable action. They 
have confidence in their superintendent and he must not betray that 
confidence in the handling of funds advanced by the United States 
Government. The bookkeeping records will reflect any deviations 
from the prescribed regulations governing the disbursement of 
Special Construction Funds. Bookkeeping schools are under way and 
all bookkeepers are being instructed not to be 4 party to any mis- 
appropriation of funds irrespective of instructions to the contrary. 
Auditing will be treated later, but at this point it may be well to 
state that all Construction Loan Contracts and Mortgages provide 
for audits by REA auditors. The auditors are trained experts in 
their line of endeavor. Whatever may be found by them, whether 
right or wrong, will be reported. They are friends, not enemies, 
and each of them would greatly prefer making commendatory rather 
than derogatory reports. However, they will report what they find 
regardless of whom it may affect. This point is here made with the 
view of giving assurance that any effort to "cover up" in handling 
funds or the accounting records will be uncovered by the REA auditor 
when he arrives. The accounting procedures during construction, 
therefore, are extremely important and every care should be 
exercised not only to have the transaction correctly recorded and 
all supporting receipts and data available, but all expenditures 
from Special Construction account should be in accordance with 
prior approval by REA. ; 


Setting Up Borrower's Accounts 
The Accounting System Prescribed 


In the early days of REA's existence, before the construc- 
tion of any project had actually started, the importance of wniform- 
ity in accounting procedures was realized. The value of statistical 
information obtainable from the books of cooperatives was visualized 
and there also entered into the problem the question of State and 
Governmental regulatory bodies which require periodic reports 
prepared from records established in a manner to provide the desired 
information. Accordingly, the Uniform System of Accounts Prescribed 
for Use of Borrowers was the result of lengthy conferences with 
officials of the Federal Power Commission and others. The REA 
System of Accounts is, therefore, in conformity with the procedures 
established by the Federal Power Commission under the Federal Power 
Act of Congress. It also meets the requirements of the various 
State Public Service Commissions. It is designed for use by all 
projects, large and small, and it provides for all necessary informa- 
tion required by REA and others. 
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: There have been two major revisions of the accounting 
manual both of which have clarified and simplified certain accounts 
contained in the original manual. 


As soon as practicable after the execution of the Construc- 
tion Loan Contract, Note and Mortgage, REA auditors are required to 
install the accounting system. The bookkeeper, if one has been 
employed, is thoroughly instructed in the maintenance of the account- 
ing records. It is usually advisable to delay the visit of an 
auditor until such time as a bookkeeper has been appointed. 


Standard accounting forms have been adopted, and a suf - 
ficient supply of these forms to establish the pookkeeping records 
is sent to each project upon receipt of notification that the Con- 
struction Loan Contract has been executed. If correct records of 
cash receipts and expenditures have been maintained up to the time 
the Construction Loan Contract was executed, little difficulty will 
be experienced in opening the various accounts. The question of 
maintaining the accounts after they have been opened presents another 
problem. 


The mechanics involved in setting up the accounting records 
are not particularly difficult, but it requires training and 
experience in double entry bookkeeping to classify and record trans- 
actions properly as they occur, And it may be stated here that utility 
accounting is in many respects different from ordinary commercial 
practices, While the fundamental principles of accounting are the 
same, that is, the double entry method (equality of debits and 
credits) there are peculiarities in connection with utility account- 
ing a knowledge of which can only be gained by intensive study and 
practical experience. 


Care should be exercised, therefore, in the selection of 
a pookkeeper-stenographer, as it is entirely out of the question 
for anyone to maintain properly the accounting procedures prescribed 
for use of Borrowers without adequate training and experience in 
double entry bookkeeping. An inexperienced, untrained employee may 
well be expected to render inefficient services and cause the 
cooperative to incur unnecessary expense for accounting and auditing 
services in order to correct errors in principle. 


In setting up the accounting system, the accounts provided 
in the Manual of Accounts are followed. There are four records of 
original errtry, namely, the Record of Cash Received, Record of Checks 
Drawn, Record of Audited Invoices and the Journal, Two sets of these 
are required, one for Special Construction Funds and one for General 
Funds, These sheets should be labeled "Special Construction” and 
"General Funds" and they should be kept separately in the binder. 

All transactions are recorded in one or more of the records mentioned, 
Then we have the General Ledger to which all entries made in the above- 
mentioned books of original entry are posted. The accounts in the 
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General Ledger are, for the most part, segregated between "Special 
Construction" and "General Funds", The Consumer's Ledger is opened 
with a page for each consumer, This ledger is subsidiary to the 
General Ledger and in it arerecorded the consumers! pills and pay- Y y 
ments thereon. By following the Manual of Accounts, the installa- 
tion of the Accounting system is not a difficult operation. 


The Relation Of Construction And Operation With Respect To Accounting 


It is obvious that construction precedes operation, Without 
construction, operations would not be possible. Therefore, the account- 
ing records established during the construction period are carried 
over into operations, The various Electric Plant (Capital ) accounts 
are set up as permanent records and as operations proceed, additional 
capital items will be acquired. These capital items, singly and 
collectively, will form the basis of invaluable information to the 
management in formulating plans for the future, For example, it will 
be of material interest to know from time to time the relation between 
the number of connected consumers and the total cost of the project, 
i. @,, the cost per consumer, The capital accounts may also be of 
value in projecting new extensions, etc., in that the over-all cost 
of any one of the group of capital items may be used as a basis for 
figuring costs on new construction. 


It frequently happens that before the construction of a 
project is finished a portion of the line is energized. This neces- 
gitates the establishment of operating records, At the same time 
construction records are being maintained. There is, therefore, an 
interlocking of functions, duties and responsibilities of the Proj- 
ect Superintendent, the bookkeeper and others associated with the 
corporation, and the accounting records must reflect this overlapping. 
After an entire section of line has been energized and if additional 
sections are under construction, the bookkeeper, with the cooperation 
of the Project Superintendent, is required to prorate salaries and 
other expenses between construction and operation. The relationship 
between the accounting for construction and operation becomes very 
close at this point. 


In the end, when all construction is completed and the 
project in full operation, the accounts established during the 
construction period will still remain as permanent records, 


Operating Accounts And Their Organization For Administrative Control 


; It may be well to mention here that the two main groups 
of accounts are known as REAL and NOMINAL accounts. Real accounts 
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represent assets and liabilities. Nominal accounts are those in 

the expense and income groups. Assets and liabilities are usually 
referred to as current and fixed assets and current and fixed 
liabilities. Current assets are cash, accounts receivable, short 
term notes receivable, etc, Fixed assets include Electric Plant, 
furniture and fixtures, tools and equipment, trucks, automobiles, 

etc. Current liabilities are accounts payable, notes payable 

(short term) etc. Fixed liabilities are obligations of the corpora~ 
tion which do not have to be liquidated immediately, such as Long Term 
Debt, etc. 


It is preferable to set up assets and liabilities in the 
General Ledger in the order mentioned above. Such an arrangement 
facilitates the preparation of the Balance Sheets and other financial 
reports in the manner usually required by accountants and financial 
institutions. 


Income and expense accounts are likewise organized in the 
General Ledger. If all income accounts are grouped together and in 
like manner the expense accounts are established in the ledger, 
income statements in proper form are easily prepared. 


When we refer to “Operating Accounts", we usually mean 
those accounts which reflect details as to the operation of the 
enterprise, such as sales of electric energy and expenses incident 
to such sales. However, these accounts have a direct bearing on 
the asset and liability accounts. Energy sales result in accounts 
receivable and finally in cash collections. It will, therefore, be 
seen that a nominal account may be converted into a real account and 
in turn, the current asset - Cash - may be converted into a fixed 
asset, such as land, buildings, furniture and fixtures, etc. As a 
result of cash collections, liabilities may be reduced. All of 
these various relationships are important and an understanding of 
these constant changes will enable the Project Superintendent and 
the Board of Directors to discover immediately any tendencies which 
may result in an unhealthy condition. If the accounts are properly 
organized so that the finencial statements present the information 
desired in a readable and understandable manner, the changes that 
occur from month to month will be outstanding. 


Auditing As An Assistance To Borrowers 
The REA Auditor And His Duties 


Auditing is frequently referred to as "Examination" or 
"Investigation". It is because of these terms and the reputation 
of commercial auditors in uncovering tangible evidence of wrong- 
doing that the rank and file of any organization frowns upon the 
appearance of an auditor. They feel ill at ease and that the sole 
purpose of an auditor is to find evidence of defalcation in the 
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handling of finances. 


This impression is erroneous and especially with respect 
to REA auditors, The REA auditor does not have for his purpose the 
finding of evidence of mishandling money. He very much prefers the 
confidence and good will of everyone with whom he may come in contact. 
He needs the cooperation of the personnel in order to perform his work 
to the advantage of the cooperative as well as REA. 


During the construction period, REA is particularly 
interested in knowing that funds advanced have been properly 
expended for the purposes approved and that records have been 
maintained to substantiate such expenditures, This is of equal 
importance to borrowers. Throughout the life of the project, 
borrowers will want to feel that all transactions occurring during 
the construction period were legitimate and honestly accounted for. 
It is the duty of the REA auditor to leave with the borrower such 
records, He verifies every receipt and disbursement and furnishes 
the Administrator with the necessary proof that the money advanced 
by the Government has been properly handled. From this information, 
the Administrator makes certification to other agencies of the 
United States Government that the cost of the project is as 
represented by the figures submitted by borrowers and verified 
by auditors. 


After projects are energized and in operation, it is to 
the advantage of cooperatives to have REA auditors make periodic 
audits. As previously explained, it is through the facts recorded 
in the books that future plans are made for improving the financial 
condition of the corporation. The auditor is in position as a 
result of long experience to furnish this information and to point 
out to the management any weaknesses which should be corrected. 

He is able to determine what steps should be taken to onable the 
corporation to meet its obligations. He is in position to give 
advice on the various problems of management and control. 


For the above reasons, the REA auditor is not an 
investigator. He is a "good will ambassador" and a friend to 
those who are endeavoring to deal honestly with the Government 
as well as the Corporation. 


The REA auditor is honest in his purposes and will report 
his findings accurately, irrespective of the results. 
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CONFERENCE OF PROJECT SUPERINTENDENTS 


POLE NUMBERING 


Pole Numbering System To Promote Continuity Of Service. 


The Project that has already adopted a pole numbering 
system should furnish the pole-marking workers with a complete 
map of the Project, showing each Project pole, and its assigned 
number ; 


Projects which have not adopted a pole numbering sys- 
tem should devise one immediately, transferring to a Project 
map, information showing each pole and its assigned number. 


"Suggested Pole Numbering System 71", U. S. Govt. 
Printing Office 1938 - 0 - 110122, was sent to each Project, 
November 18, 1938. It is REA's recommendation of a satisfactory 
pole numbering system. 


The principal object of a pole numbering system is to 
promote continuity of service. The operating advantages of 
"Suggested Pole Numbering System #1" are: 


1. The superintendent can provide each member with a tele- 
phone sticker showing: 


(1) Project phone number for service calls. 
(2) Pole number on which service transformer is mounted, 
or from which service takes off. 


2. The member reporting outage and pole number thus identifies: 


(1) Section of line in trouble. 
(2) Lateral in trouble. 
(3) Transformer or member's house. 


3. Following a severe lightning or other storm, the super- 
intendent, or service man can group outage-call reports by sec- 
tions and laterals. Therefore, he can re-establish service more 
expediently. 


4, At night, or when road identifications are lost, pole 
numbers are helpful. 


5, By dividing system into sections, subdividing sections 
into laterals, and so marking poles and map as suggested, connected 
load study on each of the phases is facilitated, and load balance 
can be improved. 
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CONFERENCE OF PROJECT SUPERINTENDENTS 


COOPERATIVE PUBLICATIONS 


There are ten rules which must be followed in preparing a 
project publication. They are: 


1. Use lots of names, 
2. Use lots of names. 
%. Use lots of names. 
4, Use lots of names, 
5. Use lots of names, 
6, Use lots of names, 
7. Use lots of names. 
8, Use lots of names. 
9. Use lots of names. 
O. Use lots of names. 


These names may be those of members newly connected to the 
line, those who have granted rights-of-way, those who attain an honor 
roll by using 100 (or 200) kwh during the preceding metering period, 
those who are using electricity to exceptional advantages, even dealers 
who report an exceptional volume of sales. 


All success stories should have facts and figures. In many 
cases detailed instructions for rigging up some new or improvised 
electrical (or other farm) equipment will meet reader approval. Ice- 
box receipes might please the women, without whose support the project 
will certainly collapse. 


Advertising has NO plece in the project publication. It takes 
too much time, degenerates into a shake-down racket, and has a nasty 
habit of popping up in the news columns. 


Publications should be miserly of project time, money and 
energy. Encourage contributions of stories, verbal and written. Let 
others help. Cut in the local school English classes on the editing 
and reporting. Avoid "art." 


A publications committee of project members, perhaps of their 
high school sons ard daughters, will save time and trouble if it really 
buckles down to work. 
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CONFERENCE OF PROJECT SUPERINTENDENTS 


THE BEGINNING OF AN REA PROJECT 


AND 
HOW ALLOTMENTS ARE MADE 


Development of new projects 


Development of supplemental projects 


Area - need for fill-in 
Survey 

Maps 

Map engineer 


Miscellaneous extensions 


i, 
2. 
3. 


Process 
Le 


2, 
3. 


Class A 
Class B 
Extensions over 1000 feet 


of Examination in REA 
Approval of various Divisions 


Operating and construction history 
Reports of REA field staff 


Availability of Funds 


‘Limitations in REA Act 

Significance of an allotment 
Cooperatives! obligation to pay 
Problem of getting funds from Congress. 
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CONFERENCE OF PROJECT SUPERINTENDENTS 


THE REA PLUMBING PROGRAM 


Advantages of the REA Plumbing Program 


People who have electric water pressure systems and 
plumbing installations have a stronger feeling of the advan- 
tages of electric service as a result getting large benefits 
in saving of time and labor and in greater convenience at 
very low operating cost, This initial experience in getting 
large benefits from electric service at low operating cost 
encourages more rapid development of many other uses of elec- 
tricity, Water pressure systems and plumbing installations 
also make possible the use of heavy consumption appliances 
such as electric water heaters. 


Organizing a Plumbing Program 


The first step in organizing a plumbing program ia 
the adoption of the plumbing program by the Board of Directors 
of the REA project with a resolution authorizing the borrow- 
ing of funds from REA to finance plumbing installations and 
the performance of functions necessary in conducting the plumb- 
ing program. 


The plumbing program, as described in the REA book- 
let, "Planning for Farm Plumbing," should be outlined to all 
local individuals and agencies who might be expected to coop- 
erate in the plumbing program. Plumbing contractors and 
distributors, the agricultural extension service, public 
health officials, public education institutions and newspapers 
should be requested to cooperate in the plumbing program. 


Promotional Activities 


Information concerning the plumbing program should 
be sent to all members. The folder, "A Bath Room for Every 
Farm," is furnished by REA for this purpose. REA also furnishes 
a postal card survey to accompany the folder for the convenience 
of the member indicating the extent of their interest in plumbing 
installation. The name and address of the project organization 
can be stamped on the blank side of the postal card survey. REA 
also furnishes a thirty-two page illustrated booklet, "Planning 
for Farm Plumbing," which should be distributed to each member 
returning the postal card survey. Displays and demonstrations of 
the modern plumbing equipment shown on the REA booklet, "Planning 
for Farm Plumbing," should be set up to promote interest and to 
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make available complete information on plumbing installation. 
Arrangements should also be made for model plumbing installations 
at a number of different points in the project area. 


Plumbing Installation Procedure 


"Plumbing Contract Forms and Specifications" 
(G.I,F-16R) are furnished by REA as a basis for plumbing 
installation procedure. These include "Instructions to 
Bidders" which describes the procedure; "Specifications for 
Plumbing Materials" which establishes standards for materials; 
"Specifications for Plumbing Installation" which establishes 
standards for installation practice; "Contractor's Proposal" 
which establishes the schedule of unit prices and the contractor's 
guarantee either for a single installation or a group of instal- 
lations; "Bidder's Qualification" which enables the project to 
determine whether the contractor has the necessary qualifications; 
and "Miscellaneous Forms" which are needed for contracts. 


Assistance Available from REA 


After the folder, "A Bath Room in Every Farm," has 
been distributed and the postal card survey has been returned, 
the REA Utilization Division should be advised of the extent of 
interest on plumbing installation, as shown by a tabulation of 
the items checked on all of the returned postal cards. If there 
is a substantial number of members interested in plumbing instal- 
lation, the REA Utilization Division will assist the project in 
arranging for displays, demonstrations, model plumbing instal- 
lations, the instruction of project personnel on plumbing in- 
stallation procedure, arrangements for the assistance of state 
and county health authorities and of the agricultural extension 
service, technical assistance to plumbing contractors for the 
purpose of developing efficient low cost practices, and arrange- 
ments for plumbing inspection service by state or local health 
authorities. 
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CONFERENCE OF PROJECT SUPERINTENDENTS 


PROGRESS IN LINE CONSTRUCTION 


George D. Babcock, Management Engineer 


To conserve overhead expense including personnel, insurance, interest 
on advances of loans and to provide for early revenue from energy sales, rapid 
line construction is important. First Advance of Funds is made following Mort- 
gage Recordation. 


The staking of lines by the Engineer requires signed members, ease- 
ments and rights-of-wey., Many miles of continuous staking must be available be- 
fore the Contractor can start construction crews. Once started in construction 
he must not be delayed by uncertainties and indecisions else unnecessary idle e 
man-time and unnecessary line cost will occur. He should build lines rapidly to 
completion, not delaying for service decisions or be diverted into side channels 
for unplanned extensions of short primary line or services. With wire and planned 
services completed one added trip over the lines should provide for all members 
acquired after original construction had passed their property. 


At the location of a given project local persons or Weather Bureau 
Stations will indicate the normal most favorable months for line construction 
work. This should be taken advantage of wherever possible. 


Previous to July 1938 nation-wide average line construction rates in 
unfavorable weather approximated .6 miles per day per 100 mi. of line contract; 
in most favorable weather 1.0 mile per day. Since then increased rates have 
been rapid; at present, except where freezing, in the least favorable weather 
months not less than 1,0 mile per day per 100 mi. of line. In the favorable 
months not less than 1,6 mi. per day, For lines of up to 200 miles, over 2.0 
mi. per day per 100 mi. should be expected, 


Illustrating improvements in construction rates, a Contractor who in 
'37 and '38 averaged .9 mi. per day per 100 mi. of line has progressively in- 
creased output until now his average rate is 2.8 mi, per day per 100 mi. of line. 


A reduction in Contractor payroll hours required for a mile of line 
is very important because it means lower bids on subsequent lines. Previous to 
July 1938, 200 to 250 hours per mile of line predominated. Since then hours 
have decreased wntil it can be safely estimated that 150 hours should meet any 
situation; evidences of construction at 125 hours, or even less, are now fre- 
quent. 


The prime causes of slow construction are changes made in line routings 
or lack of right-of-way decisions once the Contractor has started his work. 
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CONFERENCE OF PROJECT SUPERINTENDENTS 


EUROPEAN COOPERATIVES 


DIGEST OF TALK GIVEN BY JACOB BAKER TO THE CONFERENCE OF PROJECT SUPERIN- 
TENDENTS, RURAL ELECTRIFICATION ADMINISTRATION, APRIL 18, 1939 (*See note 
at end of this digest.) 


The Rural Electrification Administration is in the unique situa- 
tion of moving forward in two fields at once. It is bringing the product of 
modern science to a part of the population that has not had much opportunity 
to share the gains of invention and progress. At the same time the REA is 
making possible the extension throughout the whole of the United States of a 
new social and economic institution--the cooperative organization of an eco- 
nomic enterprise. Cooperation is as much of an invention as the generator or 
the incandescant lamp. The processes of cooperation have been developed dur- 
ing about the same time as the processes of electricity have been developed. 


I was very much interested in Sweden two years ago to discover the 
problems that the Royal Board of Waterfalls had met and partially solved. 
The Royal Board of Waterfalls is the rather formal name for a Rural Electri- 
fication Administration in Sweden. It has the responsibility for operating 
the hydroelectric plants that belong to the government. But their main job 
is the distribution of electrical energy to farmers. 


The RBW has promoted the use of electricity on the farms of Sweden 
in two ways. First, by the creation of a Bureau of "Electrical Agriculture." 
This Bureau, originally set up as a staff agency of the Board of Waterfalls, 
has developed so many effective uses for electricity and has made so much 
contribution to the improvement of Swedish agriculture that it has now be- 
come established as a separate bureau of government. The other method that 
the Bureau has used has been to find the most effective kind of organization 
and ownership that would expand the use of electricity. This they have found 
to be the cooperative. They deal with municipalities and corporations, but’ 
their experience has been much like that of the REA, in that they have found 
that cooperative organization is the way you can get electricity to farmers 
in the main. The Bureau of Electrical Agriculture does an excellent job of 
instructing individual farmers in the increased use of electricity. The ru- 
ral electrical cooperatives do the job of bringing new groups and new farmers 
onto existing lines or creating new lines for them. 


The whole cooperative movement of Sweden has given a great deal of 
assistance to the rural electrical cooperatives. That is the great advantage 
of being tied up with an important movement like the cooperative movement. 
The things cooperatives do in one place help out the other cooperatives. 


The consumer cooperatives, organized in a large wholesale, called 
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K.F. (Kooperativa-Forbundet), have been able to lend money upon occasion to 
assist in the organization of rural electrical cooperatives, although most 
of this money has been loaned by the Federal Government. What they have 
chiefly done has been to assist in getting equipment and supplies available 
at a low price. This is shown most dramatically in connection with electric 
light bulbs. There has been a great increase in the use of electric light 
bulbs, both because of the increase in rural electrification and also be- 
cause, since 1928, there has been a great increase in housing in Sweden. 

The cooperative movement has been concerned with both, because a great many 
of the new housing projects are run cooperatively. In consequence, they want 
supplies at the lowest possible price. The electrical cartel, made up of an 
American, German and English firm, held the price of electric bulbs and other 
equipment at very high levels. The Swedish consumer cooperatives, under the 
leadership of K.F., decided to break this monopoly, and built a very modern, 
small, but highly productive factory for manufacturing every kind of electric 
lighting equipment. This is organized as a joint cooperative, owned by the 
four central cooperatives of the Scandanavian countries, Denmark, Norway, 
Finland and Sweden. It is called Luma. The success of the plant was very 
great. Its production greatly outreached the needs of the cooperatives them- 
Selves, and has supplied much of the open market, at a reduction in price of 
of approximately two-fifths to one-half of the previous price, The effec~ 
tiveness of this enterprise so impressed the folks in Great Britain that the 
British Cooperative Wholesale Society asked K.F. and Luma to join with it in 
the building of a plant called British Luma, which will serve the British 
Isles. 


The story of electric light bulbs is only one of dozens that could 
be told of the breaking of monopoly prices by cooperative organization. The 
list includes oleomargarine, rubber overshoes and rubber boots, salt in France 
and elsewhere, meat packing in Switzerland, children's shoes in Norway, and 
SO on. 


The life of a cooperator is a little different from that of persons 
in places where cooperation is not well developed. He expects to do every- 
thing by cooperative enterprise. The children of the family grow up with a 
sense of belonging to the cooperative. Shares are given to them on anniver- 
saries. By the time the boys come of age and the girls get married, they are 
already part of the fully fledged cooperative movement. 


A section of a country that is completely covered with a network 
of cooperatives is the Charente and Charente-Inferieure, in France. Forty 
years ago a farmer near Saintes, the capital of the district, came to the 
conclusion that if the farmers, who, because of the ravages of phylloxera, 
were being forced to transform their grape production into dairying, made 
their butter jointly, they could make a better quality and sell it for a 
higher price at a longer distance. He was a country peasant who had not read 
about cooperation, but he hit upon the idea for himself. It worked very well, 
and has continued to develop throughout that region, until now a farmer buys 
his seed and fertilizer cooperatively in the spring, harvests the grain 
through the services of another cooperative, takes it to his cooperative 
grist mill, where it is ground into meal or flour, delivered to his coopera- 
tive bakery, and the bread is later delivered to him by his cooperative 
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grocery. The complete ring of cooperative services is financed by coopera- 
tive credit institutions which belong to him. Every possible economic func- 
tion in the region is cooperatively handled. The grape pest came under con- 
trol, and the region has greatly redeveloped its splendid brandy producing 
abilities. The central town of the region is Cognac, and the brandy of the 
whole region is called Cognac. No other brandy is authorized to use the 
title. Brandy has been made in this region for about 350 years, and the 
people are very proud of it. Since it continues to improve for about 25 
years, each family holds it as long as it can, and has, up to the present, 
borrowed money from the wholesalers--Hennessy, Martel, etc.,--on it, with 
the result that the wholesalers, in turn, control prices and in general, the 
farmers were in their hands. The making of brandy and its handling is in 
itself a long story. The farmers are very proud of their art, and very re- 
sentful of wholesaler domination. Consequently, about 11 years ago they set 
up a cooperative to distribute brandy throughout the world, and it has grad- 
ually accumulated sufficient finances so that it can finance the holdings of 
the farmers. It now has in its own warehouses, or under its financial 
arrangements, approximately two-thirds of the annual production of the dis- 
trict, and is gradually assuming responsibility for the storage of holdings. 
When that is complete, the farmers and townspeople of that region will have 
complete control of their own affairs through cooperative enterprise. 


In southwestern Ireland cooperative enterprise is illustrated by a 
general purpose cooperative developed at Drinagh. In 1923 the parish was 
badly rent by the recent civil war, and the Priest thought that a cooperative 
would serve to rebuild friendly relations among his parishioners, at the same 
time that it created useful cooperative enterprise. In consequence, he pro- 
posed, and some of the farmers in Drinagh agreed, to the organization of the 
Drinagh Cooperative Creamery. It began on a very small scale. It was built 
on a back road. It took a long time for the farmers to get out of debt to 
the private dealers, and it required a very great deal of work on the part of 
the members. Now, however, it is a full fledged enterprise, with seven branches 
providing the farmers and agricultural laborers who belong to it with every 
kind of economic service. It buys for them tools, equipment, seeds, ferti- 
lizers, breeding stock, household goods, and foodstuffs. It sells for them 
milk, dairy products, eggs, poultry, slaughtered pigs, livestock, handicrafts, 
such as fabrics and woodware, rabbit pelts, potatoes, and every kind of prod- 
uct of the community. The private trader continues in business, and because 
of the increase in community income, is doing even a better business in lux- 
ury goods and other items not carried by the cooperative than he did before. 


In western North Carolina the North Carolina Farmers Federation has 
had a similar experience to that of Drinagh. Founded at about the same time, 
it now has branches in about eight counties, and brings in everything the 
people need and sells every kind of product including standardized canned 
goods, handicraft, azalea plants, rhododendron plants, fence posts, and all of 
the other products of the western North Carolina mountains. 


Similar stories can be told of other places on this continent. 


Nova Scotia is a notable example. Northern Wisconsin has similar organiza- 
tions that have developed from cooperative creameries. 
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Cooperative enterprise offers a very definite and positive method 
by which the income of a poor region may be increased. In each of the illus- 
trations given this has been found to be the case. .The Charente region is 
more prosperous than other regions in France of similar resources. In 
Drinagh, a 16 percent increase in income can be attributed directly to co- 
operative enterprise. The same is true of North Carolina or Nova Scotia. 


The rural electrical cooperative in the United States is new, but 
the need is old and the mechanism of cooperative enterprise is tried and work- 
able. These cooperatives will be most successful if they recognize their 
kinship to the worldwide cooperative movement, and if the basic principles 
of cooperation are continually kept in the forefront. It is essential that 
continuous educational work shall be done so that the members will participate 
actively not only in using the services of their cooperative but also in the 
control of this cooperative enterprise of which they are the joint owners. 
Without the active interest and loyal support of the members no cooperative 
enterprise can hope to be really successful. But education in cooperation 
should not be confined to merely local problems. It is very important that 
the members of your ‘electric cooperatives shall recognize that they are 
active participants in a worldwide movement of great economic value, based 
upon the fundamental elements of democracy. 


(*Note - Mr. Baker was chairman of the President's Commission that made 
a spot study of European cooperatives a few years ago. The detailed findings 
of that Commission are embodied in the "Report of the Inquiry on Cooperative 
Enterprise in Europe, 1937," which can be obtained from the U. S. Government 
Printing Office at 65¢ per copy. That report contains chapters dealing with 
the principles of cooperation, types of cooperatives, management problems, 
educational methods, the history of cooperation in various European countries 
and giving a description of some local cooperatives, including the one at 
Drinagh. It also has a chapter on rural electric cooperatives in Europe. ) 
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CONFERENCE OF PROJECT SUPERINTENDENTS 


WHY PROJECTS ARE INCORPORATED 


Theory of corporate entity separate and 
distinct from members or stockholders of 
the corporation. 


No liability of members or stockholders 
for corporation debts. Advantage of a 
corporation over a partnership arrangement. 


Procedure for incorporating, 


(2) 
(b) 


Filing of articles by incorporators. 


Approval of Secretary of State or 
other appropriate state official or 
body. 


Procedure for organization of borrowers. 


(a) 


(b) 


tc) 


Importance of having all steps super- 
vised by project attorney upon receipt 
of instructions from REA Legal Divi- 
sion. Legal Division "packet" includ- 


ing: 


1. General instructions. 

2. Form of minutes of first meeting 
of incorporators and directors. 

3. Form of bylaws. 

4, Form of application for membership 
and for electric service. 

5. Form of certificate of membership. 


First meetings of incorporators and 
directors. 


Bylaws as comprising regulations for 
governing cooperative. 


Proposed amendments to articles or bylaws 
should be checked with REA Legal Division 
before adoption. 
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IT. 


IIfI. 


CONFERENCE OF PROJECT SUPERINTENDENTS 


EASEMENTS ARE ESSENTIAL 


Importance Of Easements 


1. For construction purposes 
2. For maintenance purposes 


Why Blanket Easements Are Necessary 
What The Field Instruction Bulletin Outlines 
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CONFERENCE OF PROJECT SUPERINTENDENTS 


EASEMENTS ARE ESSENTIAL 


Extension Of Remarks | 


On or about March 22 all of the REA Borrowers were sent 
the latest revision of our Field Instruction Bulletin with regard 
to the procedure to be followed in obtaining easements. As this 
Bulletin deals with the whole problem in some detail this exten- 
sion of remarks will be confined to a comment on those points that 
call for particular emphasis. 


1. The selection of a competent right-of-way crew. 


The men employed as solicitors should be qualified to do 
the right-of-way work in the proper manner. An ideal right-of-way 
solicitor should be a good salesman. He should be acquainted with 
the rural community, and have some knowledge as to law so as to be 
able to answer questions asked him by the landowners as to the legal 
meaning of phrases in the casement instrument. He should also have 
some knowledge of engineering practice so as to be able to answer 
some of the simpler questions as to methods of line construction and 
line location. Likewise, he should have had some experience in solic- 
iting easements, and be willing to devote all of his energies to the 
problem. It is realized that in no one instance will any person 
combine all of those qualifications, but at least an effort should 
be made to obtain men who will come as close to the ideal as possible. 


2. Instruction of the easement solicitors by Project Counsel. 


In most instances, the easement solicitors will have no 
kmowledge of law whatever. Even if they have some knowledge of law, 
it will, except in exceptional cases, not be sufficient to answer 
the questions that will probably be asked them by prospective grantors. 
It is therefore of great importance that they be instructed by project 
attorney as to the legal meaning of the easement instrument. This 
attornay should also instruct them as to the manner in which the 
easements should be executed, witnessed, if witnesses are necessary, 
and acknowledged, If possible, oral instructions should be supple- 
mented by written instructions, 


3. The keeping of an accurate record of the right-of- 
way work as it progresses from day to day. 


The value of keeping a record of the right-of-way is 
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readily apparent. The best procedure to follow is to keep current 
a map which will reflect the progress of the right-of-way work from 
day to day. Detailed suggestions as to the mamner in which such a 
record can be kept current, are contained in the Field Instruction 
Bulletin mentioned above. 


4k, The necessity of prompt follow-ups on letters written 
to absentee owners requesting easements. 


In order that construction may nottbe delayed, an absentee 
owner from whom an easement has to be procured should be communicated 
with at the earliest possible date, that is, as soon as it becomes 
clear that an easement from him will be necessary. If the absentee 
owner fails to reply within a reasonable period, he should be com- 
municated with again, either by letter or telegram, In some cases, 

a telegram can request a reply collect, consenting to the construc- 
tion of the lines across the property of the absentee pending the 
receipt of a formal easement. 


5. The necessity of exercising particular care to obtain 
an easement before trees are cut or trimmed. 


It ig important to obtain an easement with respect to every 
parcel of land on which the lines are to be constructed. It is 
doubly important to obtain easements when any tree-cutting is involved. 
If a pole is placed in a person's property without an easement's having 
been obtained from such person, under the worst conditions, it is 
possible to relocate the line. However, if a tree is cut without 
authority, the damage cannot be repaired, and the Project may be laying 
itself open to a substantial claim for damages. 
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CONFERENCE OF PROJECT SUPERINTENDENTS 


LOAN CONTRACT AND MORTGAGE 


The Loan Contract, Note and Mortgage, together, constitute the 
entire legal relationship between a Cooperative and the Government, A 
Cooperative is legally obligated to do only those things which are pre- 
scribed. by the Loan Contract, Note and Mortgage. For this reason, it is 
important that project superintendents familiarize themselves with these 
documents. The Loan Contract provides for the loan, the construction of 
the project and generally covers the Cooperative's relationship with the 
Government during the construction period. The Mortgage secures the loan 
and covers the Cooperative's relationship with the Government until the 
loan has been entirely repaid. 


Loan Contract 


Article I. --- Provides for the loan, the execution of the Note 
and Mortgage and describes the project in general terms. 


Article II. --- Specifies what Cooperative must do to obtain ad- 
vances of funds under the Loan Contract and imposes requirements for the 
deposit and use of advanced funds. 


Article III. --- Sets forth terms governing construction of the 
project and permits Administrator to appoint a supervisor if construction 
does not proceed satisfactorily. 


Article IV. --- Specifies particular things which Cooperative 


agrees to do. It is the responsibility of project superintendent generally 
to make certain that all provisions of this article are complied with. 


Article V. --- Enumerates remedies which may be enforced if Co- 
operative does not comply with terms of Loan Contract. 


Article VI. --- Contains certain miscellaneous provisions, in- 
cluding Section 5 which specifies what may be included in cost of project. 


Mortgage 


Description of property of Cooperative mortgaged is set forth on 
Page 2 of printed form. All property of Cooperative whether owned at time 
of giving Mortgage or thereafter acquired is covered by Mortgage. 


Article I. --- Provides that additional notes may be issued to 
evidence additional loans. 
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Article II. --- Specifies particular things which Cooperative 
covenants to do. Project superintendent's responsibility to make certain 
that these covenants are complied with during entire period loan is out- 
standing. Cooperative is in default under Mortgage if it fails to comply 
with any one or more of these covenants. 


Articles III, IV, V and VI are not of particular importance to 
project superintendent. 
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VI. 


CONFERENCE OF PROJECT SUPERINTENDENTS 


LEGAL ASPECTS OF REA 


Project Superintendents may be helped by a birds-eye view of what 
the REA lawyers do and why they do it. 


Articles of Incorporation and By-laws. These determine the manner 
in which the corporation shall conduct its affairs. They should be 
read. and understood by all members. A cooperative organization in- 
volves many special principles. 


Manner of Holding Meetings and taking corporate action. What are the 
matters requiring formal resolutions? 


Documents requiring attention by REA attorneys. During the course of 
a single project an average of 128 documents requires legal attention. 
For this year's program of approximately 700 projects this weans more 


than 89,000 documents. Most of these require some attention from the 
local project attorney. 


Regulation by Public Bodies. The regulation of REA cooperatives 
varies widely throughout the several states. It is one of the livest 
questions in rural electrification. 


Certain special legal problems. 


1. Taxation. Many REA cooperatives, despite exemption from many 
forms of tax, are now paying from 20 to 30 per cent of gross 
revenues in taxes. This is entirely out of proportion to 
ability to pay. Utility companies on the average pay less than 
ten per cent of gross revenues for all taxes. 


2. Special classification for wholesale rate purposes. This will 
be a continuing problem. 


3. Legal matters during operation. The services of a local at- 
torney will be necessary on such matters as proper holding of 
annual and special meetings, important resolutions, tax 
returns, reports to state authorities, disputes between members 
and the corporation, claims against the corporation, contracts, 
etc. 


Should an attorney be engaged on a retainer basis? 
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CONFERENCE OF PROJECT SUPERINTENDENTS 


WOMEN IN UTILIZATION PROGRAM 


I. Place of home economists in rural electrification program. 


A. To work closely with project officials in promoting 
an over-all utilization program, through large and 
small community meetings and demonstrations, member- 
ship campaigns, special dealer activities, etc. 


B. Interpret social and economic benefits of electricity 
to the farm home. 


C. Show individual groups of homemakers through large and 
small community demonstrations the advantages of a well 
planned wiring layout for the home, the importance of 
good lighting, what to look for in selecting household 
equipment and how to use it effectively. 


II. Means of achieving a successful utilization program. 


A. More active participation on the part of home demonstra- 
tion agents, home economics teachers, and other agencies, 
assuming their part of the responsibility: 


1. In instructing and assisting farm homemakers on uses 
of electricity in the home. 


2. In developing local leadership, and fostering the 
spirit of commnity cooperation in making these 
projects successful. 


B. More active participation of rural women themselves in 
the cooperatives from the very beginning: 


1. Accepting responsibility of leadership in encouraging 
a more widespread and solid interest in the welfare of 
the cooperatives. (Example - Serve on Board of Direc- 
tors, committees, participate in campaigns, etc.) 


2. Seeing that the educational programs of the various 
local agencies are equipped to help them with prob- 
lems on wiring, lighting, use of equipment, etc. 


3. Active leadership on part of officials to see that 
these agencies and groups are brought more fully into 
the picture. 


III. Summary: 


A. Increased use of electricity for the individual family, 
and. increased membership for each cooperative. 
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VI. 


CONFERENCE OF PROJECT SUPERINTENDENTS 


PUBLIC RELATIONS 


Definition of Public Relations 
A What it is 
B How it affects 
C What it returns 


The Individual and Public Relations 
All of employees 
Appearance 

Manners 

Methods 


VaAWY 


The Office and Public Relations 
A Location 
B Appearance 
C Manners 
D Methods 


The Project and Public Relations 
A In the Community 
B In the County 
C In the United States 
D To non-project people 


Media for Public Relations 
The back fence type 
The country store 
Community meetings 
Educational Demonstrations 
The printed word 
1, Newspapers 
2. Posters and Visual Aids 
4, Literature 
4, Bulletins 
5. REA helpers 
F The Project Publication 
G Radio 


Ho aAaWP 


The Sum of Public Relations 
A External support 
B Internal enthusiasm 
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CONFERENCE OF PROJECT SUPERINTENDENTS 


POWER RESOURCES OF THE UNITED STATES AND NATIONAL POWER POLICY 


Developed power resources of the United States. 
Undeveloped power resources of the United States. 
National Power Policy. 

Basic facts of electric power, 

Past power policy. 

New Power policy. 


Things that have been done, 
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CONFERENCE OF PROJECT SUPERINTENDENTS 


POWER RESOURCES OF THE UNITED STATES AND NATIONAL POWER POLICY 


Extension Of Remarks 


DEVELOPED, The National Power Survey of the Federal Power 
Commission reveals that in 1944 the total installed capacity of power 
plants in the United States (public and private) stood at 31,588,000 
kilowatts, of which nearly 9,000,000 kilowatts were hydroelectric. 


UNDEVELOPED, The capacity of undeveloped hydroelectric sites 
is estimated at nearly 52,000,000 kilowatts. We have 3,000 billion 
tons of coal in the ground. We have mined 25 billion tons. We have 
vast quantities of oil and gas in the ground. 


POLICY, Shail these resources be utilized, primarily, for 
the welfare of our 130,000,000 people and their descendants or, for 
the financial benefit of a comparatively few thousand promoters and 
security holders, remembering that most of the water power and vast 
quantities of the fuels are still owned by the public? 


ELECTRIC POWER BASIC. Electricity within 50 years has grown 
to be a basic necessity in modern civilization. Within a few years the 
demand will be many times that of today. Over 75% of America's factory 
wheels are today turned by electricity instead of steam, The electric 
furnace succeeds coal and coke. It is not only the motor power of this 
machine civilization but it intimately touches the life of the people 
from the cradle to the grave and for 24 hours of the day. 


PAST POLICY. Legally and morally utility service is a func- 
tion of government. We can serve ourselves or by franchises authorize 
private parties to serve us. In the past we have largely depended 
upon private operation. However, there have always been a considerable 
number of municipal power plants. There are close to 1,800 today in 
the Nation, Since 1907, we have attempted to regulate rates, capital- 
ization and service of private companies through State commissions, 
This method failed to protect either investors or consumers. Public 
opinion then turned toward public operation. In 1920 we established 
the Federal Power Commission to lease public power sites and stopped 
giving them away. 


NEW POLICY. Since 1933, the national policy has been to 
build multi-purpose dams and the incidental power therefrom is being 
sold to municipalities which do their own distributing. 


THINGS DONE, This Administration, backed by progressive 
Democrats and Republicans alike and fought by reactionaries of all 
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parties, has accomplished more for consumers and investors than all ~ 
preceding administrations put together, The major things done are: 


By way of more effective regulation we have the passage of 
the Holding Company Act and creation of the Securities and Exchange 
Commission to protect investors. We have greatly extended and 
Strengthened the Federal Power Act of 1920, Fundamentally both these 
acts extended Federal jurisdiction over a: "no man's land" in which 
the utilities had escaped any regulation whatever, 


In the field of public ownership we have not only certain 
yardstick plants, built and building, with the St. Lawrence yet to 
come, but the PWA has extended low interest loans to municipalities 
and smashed the bankers! cabal against municipal ownership. 


The REA as an important part of the general program is making 
electric service possible-to the farmers of the Nation at rates they 
can afford, 


In the field of information, we have had the Federal Rate 
Survey, National Power Survey end the reports of the Power and Exchange 
Commissions on utility finances. These continuing activities are sup- 
plying knowledge heretofore unattainable on which to base sound policy. 
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CONFERENCE OF PROJECT SUPERINTENDENTS 


WHY DOES REA ASK SO MANY QUESTIONS? 


Mr, Morris L. Cooke a few years ago was the first to emphasize the 
fact that there was at that time nothing that could be called dis- 
tribution engineering. 


Some time ago Administrator Carmody brought out the same facts. 


Rural electrification is about 80 percent distribution and 20 percent 
transmission. 


When REA started there was no foundation either of fact or theory, to 
build on, and it had to start from scratch. There was a certain 
amount of experience accumulated by the private utilities, but some 
of it was not available to REA, and most of it was not adequate. 


In spite of all that, REA did a very splendid. job, notwithstanding 
the great amount of work that had to be done in guch a short time. 


Our lines stand up. We had failures, we had headaches, but we had no 
trouble that could be considered unusual on any electrical job. 


But we must look into the future and build for the future. 


Neither REA nor anyone else has as yet sufficient facilities for 
testing each type of equipment used in rural electrification to es- 
tablish its degree of reliability. No one has yet established defi- 
nite criteria by which to decide which is a better product. This 
relates to such articles as conductors, transformers, lightning ar- 
resters and similar devices. Therefore, for the purpose of definitely 
determining for the future what is best construction and what is best 
design, we cannot depend on laboratory experiments, tests or speci- 
fications. 


But we have at our disposal the greatest research laboratory in the 
world in the form of something like five hundred projects with their 
superintendents, each of whom has to live with the equipment day by 
day. Every superintendent has problems to solve and he solves them, 
but he may not know that no one else has ever solved a problem in 
that manner. Some superintendents may have problems and they may not 
know that no one else has ever solved those problems before. 


- 155 - 


otis extaadqme ot ‘sett oni Bew one. aoe : both IR ns ie ‘ 
ealh bolino ad biioo tat strech’ mi Pat oy 


estos oman ent Jeo i aaa ALO LABA O8 
Foeorey 03. bere roltudiuteth taeoteq 08 dod al costohtone, 5 t 


ot teed so do®t to ‘teddte notiebawot on sew oxedd hatante Amt 
cine) @ aew evedT -dectense moth trate od Sab tr bap oo. bf, 
gion tid ,setttitey etaving ed¢ ud nage ner sone! Teqe $0 os 
-steupebs tom esw 3? ‘to teem Bae ,ATA ad olde lieve . 


poibaatadtiwiod _ dot, bthrie lan viev 8 tb Ane satis Ie * 30 piety et 
omit tvode @ dove ni anoh ed ot bed dadt axow to Jotsroms eo edit 


on bad ew "tud .pedombeed bad ow ,aetmits? bat ew qu brats ‘eenti two 
-dot, Iavingoote yas ao Lexeuy betebtanon ed bluoo stadt elduorw 


tude? edt s0t Situd bae omtyt edt odat wool tatm ew ua. 


sot nolttfios? deotottiwe dey as ead eas enoytes com ASE could bol 

-as of notdnoltintesis eur: at bear tnemptups to ogy! dose grttact 

-ftob bedtelidates toy aad eno OM =, Utiitdallor to serge. ast dabida’ 

eid? .tovboxg tasted » et dotdw ebfosh o¢ dotdw yd abies ine ed Let 

18 gatatdgit .etemicterert ,atoroubroo 48, selohiae dove ot eotefer 

vlediatteb to snocmua ect vot .stOtetediT ~.nsotveb tpl imin ind eretget 
Jeed et ¢adw bas notsortienoo teed at tadw otudut oft stot 


-toege 10 ntsot ,edaemtseqxe yrotarodal no baeqeb torneo ow tgtded ” 


Bntoitsort 


and ret sceishingiind dotse0st tastasm oft Leaogeth 90 38 eved ow Sof 
<tert Adiw adoslorq bethayd svit ovll gaiddemoe to mob edt saa 7 
qo yeb dnemqtupe edt fittw evil oF Bad modw To fowe , ) 
ened aeyloa eft San evfon ot attefdaxq ead F. 
mh meidouy @ bevfoe reve ead cate eac on ; 
Jon yar yds has anefdord eva yar ein tree eNy 
stoted ameidortg seots forion teve we 4 


+ hs 


2 


10. 


ats 


It is the job of REA to use the cumulative. experience of all super- 


tntendents for the benefit of everyone, not only in REA but in the 


whole electrical industry. It is the job of REA to use this experi- 
ence to lay the foundation for a new rural electrification engi- 
neering which even now does not yet exist. 


Many answers to the questions which you were asked in the past are 
already being used for the purpose of modifying and changing of de- 
signs and construction methods as well as operating methods and if 
you continue to give us the benefit of all:of your experience when- 
ever you are asked to do so, it is hoped that sooner or later a 
rural electrification engineering will exist, for everyone to use, 
and. will have been created by you in cooperation with the REA. 
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Conference of Project Superintendents. 


Identification of REA-CO-OP Properties - Office Arrangements 


All REA-CO0-OP properties should be made an unmistakable expression 
to the public of the vigorous and progressive character of the national 
rural electrification program, This is essential for three main reasons: 

(1) To build membership morale or "pride of ownership"; (2) To assist in 
electrical merchandising or "load building"; and (3) To attach to individual 
co-ops the prestige and publicity values of a Federal program that is nation- 
wide in scope. 


I, Identificatio 


Identification is the first step, All physical properties should 
be forcefully identified as belonging to an REA-CO-OP, 


(a) Lines and Sub-stations, 


Standard REA-Co-Op pole identification should be 
carried on every pole on main-travelléd roads and 

on every 5th pole on side roads; 8 ft. from ground; 
40° from line perpendicular to road; alternately 
facing right and left-hand auto traffic; cut-out 
aluminum letters or thick aluminum paint, stencilled 
on with standard stencil; standard design available 
from Division of Operations Supervision, Details of 
NYA assistance available from same office. 


Standard REA-CO-OP signs (flood-lighted) to be placed 
where first pole of system is met on main-travelled 
roads through territory and at sub-stations, Design 
and prices from Division of Operations Supervision. 


(b) Offices and Other Buildings. 


Over office door standard REA-“0-OP "door sign”; 

across front standard "front sign"; in windows standard 
"window transfer," Door-sign may also be used for 
garage and warehouse, if separated from office. 
Standard colors gray, yellow, white. Write Division 

of Operations Supervision for standardized designs and 
prices, 


(c) Trucks, 


Attractive, uniformly identified maintenance trucks offer 
one of best means for local publicity. Standard color 
scheme; gray truck body; name of CO-OP in white edged 
with yellow; REA emblem in yellow edged with white. 
Standard design for cab doors available from Division of — 
Operations Supervision, REA emblem available as transfer, 
REA-CO-OP "license rider" to be placed over license plate 
if state laws permit. 
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Pick-ups and Private Automobiles of CO-OP Staff. 


Standard REA-CO-OP stickers are available for wind- — 
shields and "license riders" to go over license tags. 
From Division of Operations Supervision. 


Cars of Members, REA-CO-OP stickers are available at 
$3.25 per M for wind-shields of members’ cars. From 
Division of Operations Supervision. 


TI, Office Arrangements 


Identification should be more than skin-deep, It should extend 
to a uniform efficiency of office arrangements, uniform atmosphere of 
comfort in reception of members and public, and uniformly effective office 
lighting and facilities for display and demonstration of electrical equip- 
ment. 


The eye perceives color, light, and shape pefore it gets around 
to recognizing a_ message in words. 


Therefore: 

REA is setting up a service for efficient office arrangements of 
REA-=CO-OPS that employs a standard color scheme for exterior and interior 
trim of offices (gray, yellow, white, blue) and uniform signs, lighting, 
and demonstration features, This service will act as an exchange for the 
best practices in display and the arrangement of office space for the most 
efficient carrying-out of an electrical business, The service will include 
approved standards for all details of office design from signs to use of 
storage space, 


Before planning a remodeling job or new quarters, get in touch 


with Division of Operations Supervision on the way this service can be 
made to work in with your plans for a successful REA-CO-OP, 
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CONFERENCE OF PROJECT SUPERINTENDENTS 


WHY PROGRESS BULLETINS ARE ISSUED 


Project business is public business, The superintendent is an employee 
of the cooperative group; so is the engineer and so is the attorney. Each of 
them does his specialized work but each of them is working for the group and 
not exclusively for his own interests, Whenever important correspondence 
passes between REA and any of the technical employees of the project, that 
correspondence is of primary concern to the community at large. Too often 
the superintendent or the attorney keeps the affair to himself -- considers 
it only his own business. We do not think of it that way. We consider it 
community business. Moreover, so far as the project engineer is concerned, 
it often happens that he is not only not in the same town but not even in 
the same State. Naturally project people rarely learn engineering news from 
him, 


For these reasons REA issues what is called "progress bulletins." These 
bulletins are to enlighten the entire community, to let it kmow how the com- 
munity's enterprise is going. When REA makes an allotment, the allotment is 
not made to the superintendent or the president of the cooperative or pro jwats 
The allotment is made to the community as represented by a cooperative group. 
Therefore, REA sends a letter to the group leader -- and a progress bulletin 
to as many community leaders as we can learn about, These community leaders 
include county agents, the vocational teachers, the project directors, the 
lawyer, the superintendent, the local banker, perhaps the minister or the 
priest, perhaps the country doctor, all the local newspapers, any newspaper 
of state circulation, the state extension service director, and the state 
extension editor, It is our intention to disseminate factual information 
just as widely as possible to those whose interest is vitally affected by 
that information, 


In an increasing number of cases we have addressed bulletins direct to 
all the members of a given cooperative or to a representative group selected 
at random, These bulletins deal with matters on which the entire membership 
must act positively. In some cases we try to influence the nature of that 
action, but in most cases the objective of the bulletin is to arouse a sense 
of responsibility for taking action without regard to whichever of the pos~« 
sible alternatives the individual member chooses to adopt. Such bulletins 
are intended, for example, to arouse interest in annual meetings and insure 
a good turnout; to increase both the number and adequacy of wiring installa- 
tions; to increase per member consumption of electric energy, and so on, 

In a few cases we definitely recommend a specific course of action -- for 
example, the retention or discharge of certain specific employees or directors, 
or the consolidation of two or more projects into a single operating unit. 
These bulletins, too, are intended to disseminate factual information much 
more widely than would be the case if we had to depend on the lawyer, the 
attorney, or the project superintendent, In effect, these bulletins are _ 
merely the same as sending carbon copies of letters to each of the interested 
parties, 
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CONFERENCE OF PROJECT SUPERINTENDENT'S 


THE PURPOSE OF NEWS RELEASES 


An REA project is a very important community enterprise. Much of 
what it does is of genuine public interest. The people in the project 
area naturally want to know what the project is doing, If the project 
does not tell them someone else will. That someone else may be a back 
fence gossip with an inexhaustable vein of misinformation, or a person 
or groups of persons who wish the project no good, In either case the 
general public who are not members of the cooperative or project are 
likely to get a warped. idea of the project's operations. 


Only the project is equipped to tell its own story. Through news 
releases to the local press the project can tell its own story. Such 
news releases not only can give the bare facts but can illuminate them 
with citations of facts and figures from actual project experience. The 
fact that one more member may have been hooked up at the end of the line 
does not mean very much, Yet to that member and his family it must mean 
a great deal, Electricity may mean that the family can have a radio, 
running water, and that their income from poultry may be raised by the 
use of all-night lights. It means new living and a break in a tight 
circle of drudgery. It is also a nice item for the local sections of 
the country papers. 


And finally, news releases can help establish a dignified place for 


the rural electric cooperative in the community and help it attain its 
proper rank as one of the largest businesses in its area. 
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CONFERENCE OF PROJECT SUPERINTENDENTS 


USING THE RADIO TO HELP YOUR PROJECT 
Introduction: Radio an effective public and "private" relations tool. 


1. Build general public appreciation of 
project significance and activity. 


2, Promote mutual welfare of "project" and 
members ("private" relations). 


] @ 3, Radio is no mystery. 
4, Radio is not magic. 


5. Effective radio is tough to do. 


I, SUGGESTIONS ON HOW TO GET TIME: 
Specific program idea essential. 


The station Manager's interest and job is 
your clue to approach specific suggestions. 


au 
— e F 
) ad Je 
4, 
II, SUGGESTIONS ON PROGRAM BUILDING: 


1. There are no radio “experts” 


2, Avoid bog of techniques (See the forest--there's 
trouble in the trees. ) 


3, Program essentials (4...Remember "ATDA") 
(1) 
(2) 
(3) 
(4) 
* 16d» 
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Specific program Possibilities. A challenge 
to alert managers NOW 


(1) 
(2) 
(3) 
(4) 
(5) 


Getting Assistance 


Building Your audience 


The limitations of this exciting tool 


Assistance available from REA 
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CONFERENCE QF PROJECT SUPERINTENDENTS 


LOCAL NEWSPAPERS TO HELP YOUR PROJECT 


Local newspapers can be of tremendous value to a project and then can 
be an infernal nuisance, Which they will be depends on the project. ‘The 
project which does not secure the cooperation of its local newspaper is 
in the same position as the man who doesn't dig up the gold vein he knows 
is in his back yard. 


Newspapers disseminate news. Project activities are news. But they 
are probably not news three weeks after they have happened. The editor 
will appreciate being told in advance what is being planned, With enough 
advance notice he may be able to get up a special edition, or a special 
page. When he does that you can help by providing special copy. (REA 
will provide a lot of mats.) A few good snap shots someone has taken on 
the project with a box camera may help him, The historical story of the 
inception and growth of the project is often of great interest. Do not 
simply write up the story. Meet the editor personally, or call him up and 
tell him that you have a story which you think would be of interest to his 
readers. You may offer to send him an outline or a complete story, which- 
ever he prefers. Nine times out of ten he will prefer the complete story. 


Treat the editor as a human being, maintain friendly personal rela- 
tions with him, keep him informed, learn and respect his deadlines, and 
the local newspaper will be of great value to your project. 


Remember, there are two things you can't do. You cantt insist on the 
publication of any single item. And you can't hide anything. 


There is one thing every editor wants to know about rural electrifi- 
cation; le wants to know how he can make money out of it. You can tell 
him -- advertising and special editions; the paper that prints rural power 
news gets the rural power user circulation -- and attracts the rural 
appliance advertising... 
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CONFERENCE OF PROJECT SUPERINTENDENTS 


Monthly Onerating Reports 


Monthly Operating Renorts should be submitted to the Division of 
Engineering and Operations on or before the tenth of each month 
following the month reporte¢. These reports consist of the 
following: Three copies of Form OS-28R; one copy of Comperative 
Trial Balance; one copy of wholesale power bill for each source 
of power; three conies of Form OF-39R. In addition to the above 
projects operating generating plants should submit two copies of 
Form 08-75. 


It is vitally important that these reports contain accurate 
information pertaining to the month's operation. It is through 
these reports that the Division of Engineering and Operations is 
able to analyze the operating results of a project and determine 
where the project is heedec. 


Energy Sales Statistics. 


The information called for in this section is self-explanatory, 
but attention is inyite€ to the fact that in the column marked 
"Amount Billec," there shoul¢c be recorded the amounts which are 
shown on the Trial Balance as changes curing the month in the 
accounts effected. If there is any Ciscrepancy between the 
amounts reported on Form O$-38R anc that reported on the Trial 
Balance an explanation of these differences should be attached to 
the report. 


Delinquent Accounts, 


If it is the »vractice of the Project to bill its members as of the 
thirtieth dey of the month with Ciscount expiring on the fifteenth 
of the following month, all accounts unpaic at the close of busi- 
ness on the fifteenth are considered ag Celinquent. Accounts 
remaining wnpsid at the end of that month should be reported as 
Celinquent one to thirty deys. If these accounts still remain un- 
paid at the close of the following month, they then fall uncer the 
classification of unpaid thirty to sixty days. If at the end of 
the thirc month following the billing cate they ere still unpaid, 
they should be included in the amounts reportec delinquent sixty 
Gays and over. 


Utilization Summary. 
In this space a brief outline of the activities such as meetings, 


Cemonstrations, anc campaigns cesignec to increase the use of 
electricity on the projects. 
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Monthly Payroll. 


This schedule is a list of all persons employed in the operation of 
the project, and should show the name and title of, and "Total 
Salary" (or wages) paid each employee, as well as the amount which 
has been charge¢ to each exvense account in the General Lecger. 

If an employee performs more than one class of work, his salary 
(and mileage ellowance, if eny) should be prorated on the basis of 
the time devoted to each task and a proportionate share charged to 
each account. Work done in connection with construction or mer- 
chancising should be represented by proper allocation to the last 
colum, "Other", with appropriate ledger account numbers notec. 


The total miles energized at the end of the month should be in- 
cludec in the space proviced for this information, This mileage 
should consist of all energized lines to the last pole of the 
distribution system. 


Energy Summary. 


The information recuested in this portion of the report can be 
obtained from the wholesale power bill which should accompany the 
report. 


The information requested on Form OS-39R is primarily for statis~- 
tical ourposes anc the instructions accompanying this form are 
self-explanatory. This information is usec for numerous surveys 
and studies anc should be in as much ceteil as it is sossible to 
furnish. 


General 


If there have been any unusual chunges in the operations of the 
project since the last report was submittec, a brief explanation 
should be submitted with the rezvort. If any account reflects 
changes during the month in excess of the average change, it is 
possible that this is the result of an audit having been made 
during the month or some bookkeeping error being adjusted during 
the month. Any such unususel changes shoule be supported by a 
short statement as t> what brought about these chenges. If such 
a statement accompanies the report it will save time of the staff 
in Washington on @ project in unnecessary correspondence. 
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CONFERENCE OF PROJECT SUPERINTENDENTS 


Office Furniture and Equipment 


Desks. 


Project offices should be equipped with good serviceable office 
furniture. Tne best available desks are steel desks manufact- 
ured by the following national suppliers: General Fireproofing 
Covpany, The Yaman & Erbe Manufacturing Company and the Shaw 
Walker Compeny. Each office should be equipped with at least 
one 60" executive type desk, all metal with linoleum top and at 
least one secretarial type, all metal, desk with linoleum top. 


The secretarial desk is more suitable for the pookkeeper than 
the drop center type of desk. It is also advisable to equip 
the project offices with a 60" metal table. 


Filing Equipment. 


Too much emphasis cannot be placed on suitable filing equipment 
to provide for the filing of the records and correspondence of 
the cooperative. Recorsended filing equipment is manufactured 
by the companies mentioned above as well as by the Remington 
Raud Company. Project offices shoulda have four or five drawer 
steel file cabinets equipped with locks. 


Acding Mechines. 


There are two general types of adding machines. They are re~ 
ferred to commonly 4s the standard keyboard type and the tenkey 
type. Either type of machine will serve the needs of the project 
and it is a matter of personal preference on the part of the op- 
erator as to which type should be purchased. 


Ono thing “should be borne in mind in purchasing adding machines. 
The machine should be of sufficient capacity to carry figures to 
within one cent of a million dollars unless the project's allot- 
ments are Likely to total more than this figure. This would re- 
quire at least an eight-bank machine, 


The leading manufacturers of adding machines are Burroughs Adding 
Macaine Conpany, Alien Wales Company, R. C- Allan Calculators, 
Underwood Elliot Fisher Company, and Roriington Rand. 


Adding machines can be obtained with a long carriage that will 
permit preparing the monthly bills on the machine without re- 


-gorting to any hand posting. Tic difference in cost for a long 


¢éarriage machine is approximately ‘)2G-00 and this added cost is 
justified if there is a sufficient number of bills being prepared 
each month. 
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Other Office Ecuipment. 


In addition to the above equipment, each project office should 
have a mimeograph machine and an addressograph. The A. B. Dick 
Company of Chicago is the leading manufacturer of mimeograph 
machines. Addressing machines are manufactured by the Address- 
ograph Company and the Elliot Addressing Machine Company. 


Lighting. 
Because of the nature of the work done in project offices, it 
is essential that good indirect lighting be installed. There 


are several manufacturers of indirect lighting equipment that 
is suitable for use in the office. 
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CONFERENCE OF PROJECT SUPERINTENDENTS 
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PROCEDURE FOR INSTALLATION LOAN 


——— 


INTRODUCTION 


The procedure for the requisitioning of funds for installa- 
tion loans is now being revised somewhat in accordance with the new 
procedure for construction loans. At the same time the scope of 
installation loans is being broadened to include the financing of 
electrical applicnces, lemps, brooders end other items. 

The new procedure is fully explained in an instruction 
booklet form FI-137 which will be sent to each project at the time 
a new Installation Loan Contract is signed, or when an old Contract 


is amended to include the new type of installation loans. 


BRIEF EXPLANATION OF NEW PROCEDURE 

In brief this procedure is as follows: 

I. Upon execution of the Installation Loen Contract, the 
Accounting Section of the Finance Division will send a supply of 
Installation Notes, Consumers Notes, Conditional Sales Contracts, 
Members Credit Statements, Members Contracts, Certificates of 


Satisfaction, Statements of Purposes and Expenditures and Vouchers 


for Payment Under Installation Loan Contracts. 


Il, The project must submit with each requisition a 


voucher for Payment Under Installation Loan Contract, an 
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Installation Note, in duplicate, for the total amount of the 
requisition which must also bquat tne total of all Consumers’ 
Notes, Conditional Sales Contracts and other consumers! obli- 
gations submitted with the requisition, and a Statement of 
Purposes end Expenditures together with Contractor's Receipted 
Invoices. The first requisition must also be accompanied by 
an opinion of your counsel, describec in detail in the booklet. 
III. The documents submitted by the project will be routed 
? directly to the Accounting Section of the Finance Division 
where the eucit of vouchers anc supporting notes and other 
statements will be made. 
Vs When approved, vouchers will be scheduled to the Treasury 
for payment. 
DETAILS WHICH DEMAND ATTENTION TO EXPEDITE VOUCHERS 
In connection with these loans your attention to a few 
details will expedite the audit and consequently checks will be re- 
‘ay ceived in a much shorter time. 
Some of the most common errors are} 
1. The corporate name is not written exactly as it is 
given in the charter and Loan Contract. 
2, Endcorsement of Consumers! Note@ is omitted. 
3, Maturity of Consumers’ notes are after maturity of 
Installation Note. 


4. Corporate Seal is not affixed to Installation Note. 
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5, Installation Note is not signed by the same officers 


signing the Installation Loan Contract. 
6. Receipts are not submitted for previous advances. 


These points, as well as many more, are thoroughly covered 


in the new Instruction Booklet, Form FI-137 which, if followed, will 


greatly expedite this type of advance. 
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